


























ally the flow of business. 


preventable loss. 


will be Fire Prevention Day. 


American Equitable Assurance 


Company of New York 
Organized 1918 Capital $1,000,000.00 


Globe & Republic Insurance Com- 


pany of America 
Philadelphia, Pa. Established 1862 













Capital $1,000,000.00 
e 
Knickerbocker Insurance Company 


of New York 


Organized 1913 Capital $1,000,000.00 


INSURANCE 


92 William Street 


A Common Aim 


VERY year Fire Prevention Week is observed. All too soon it is 


forgotten by most people. But not by credit and fire insurance men. 


They remember constantly that much of the great annual toll of life 
and property is preventable. They remember too that while an individ- 
ual or firm may replace lost property through fire insurance, the loss to 


society of life and property is irreparable. Moreover, it reduces materi- 


Credit and financial management are inseparable from fire insurance. 


Therefore they cooperate fully in every activity that aims to reduce 


Their aim is to impress the need of constant care, to extend general 
carefulness from one short week to every day in the year. In short, 


they are trying to speed the time when all over the nation every day 
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® Fire prevention devices 
may be likened to the out- 

osts or sentries in Credit 

rotection. They receive 
the first shocks of assault 
and frequently repel the 
danger. But the destruc- 
tive force of fire is a mighty 
one and often overwhelms 
the first defense, to ac- 
complish the financial 
disaster of its victim - or 
to be met and repulsed 
by the unbreakable de- 
fense of Adequate Insur- 
ance Protection in a sound 
“capital stock” Fire 
company. 


®@ Insurance protects when 
prevention fails because 
it, alone, provides the 
restorative force for re- 
covery - even after a 
disaster - the Ultimate in 
Protection of Credit. 
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GRAND TOTAL 


or the Net Result 


TOTAL 


or the Result of a 
Single Calculation 





Direct to the Net Result! 


This new Burroughs Electric Duplex Calculator—complete with direct 
subtraction and two sets of accumulating dials—saves needless steps 
in handling any calculating job. The lower dials show the result of 
each individual calculation; the upper dials show the grand total, 
or net result. Thus the complete calculating job can be done on this 
remarkable machine with one handling of the figures. This means a 
surprising saving in time, money and effort. For a demonstration, 
or for complete information, telephone the local Burroughs office. 


BURROUGHS ADDING MACHINE COMPANY, 6169 SECOND BLVD., DETROIT, MICH. 


THERE’S A BURROUGHS CALCULATOR FOR EVERY TYPE OF CALCULATING 
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Shortening 
credit terms 


For a number of recent years there has been a growing trend in 

the business world towards the shortening of credit terms. It is 

understandable that a depression period can give an impetus to 
such a development because of an all-round desire for more than 
average liquidity. In some lines of industry, unfortunately, terms 
have drifted towards a strictly cash basis. 


The proper use of credit in merchandising does more than merely 
help in the expansion of business and in the development of the 
country. It actually builds character. Every performance of obli- 
gations under credit terms is a mark of integrity and constitutes 
evidence of the willingness and ability of men to meet their obli- 
gations. It is, as we have frequently said, a true mark of civilization. 
As long as credit is soundly utilized, its healthy expansion will con- 
tinue to contribute not only to better business but to a better standard 
of living. 


Occasionally we receive reports in this office of amazingly un- 
sound credit policies. In illustration, let me cite an instance in an 
important field that has come to my desk in the past few weeks. 
One large company, anxious to move its merchandise, has actually 
suggested to its distributors that they accept the merchandise and 
defer payment until they are paid by their own customers. 


Here then, is a credit practice which is unsound for many reasons. 
First, there is no certainty as to terms. Second, there is no control 
over payments. Third, there is an additional personal factor enter- 
ing into the credit problem that makes the whole transaction ques- 
tionable. Fourth, the firm’s cash and banking facilities, it would 
seem, must be extraordinary to handle this type of program. 


Weare happy to report that so far as we know this practice has not 
become widespread. It is reasonably sure that if such practices are 
continued, however, the effect on the particular firm and, to some 
degree, on the industry is bound to be disturbing. 


Executive Manager, N.A.C.M. 





Getting money in without losing customer 
good will is the every-day dilemma of credit 
executives. So, more and more, they turn to 
Long Distance telephone service to do the job. 


For Long Distance brings clear-cut mutual 


understandings and gives your personality 


a chance. It permits a tactful, persuasive 
handling of the most ticklish situation. 


To make inquiries into the financial status 


of distant clients . . . to discuss terms of pay- 

ment... to lessen discount troubles, Long 

Distance is the quick, clear, direct way. 
Credit men say that a single Long Distance 

call often secures a settle- 

ment, a payment on account, 

or a definite promise, and 

helps to remove friction. And 


it’s cheaper than ever now. 
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9/22/38 


On that day the Chandler Bankruptcy Act is effective. 





The credit 


man’s interest in this newly-enacted legislation is herein presented by 


GEORGE A. VAN SMITH, President, Credit Managers Ass’n. of Northern and 
Central California, and Chairman, National Legislative Committee, N. A.C. M. 


fective September 22, mean to the 

credit man! 

Considered from the credit man’s 
personal standpoint, it certainly means 
a rich opportunity to make himself a 
better credit man; to improve the sta- 
tus of his profession; to move toward 
that goal of higher recognition we be- 
lieve the credit man deserves. 

The legislative work on the act is 
finished. It is now the responsibility 
of those affected by it to become 
familiar with its provisions so that it 
may operate effectively. ‘This is par- 
ticularly the responsibility of the credit 
executive. 

In the shadow of the “Preliminary 
Survey” of the act by Mr. W. Ran- 
dolph Montgomery, published in 
“Credit Executive” for July, and of the 
amazingly complete and understandable 
comparative analysis prepared for the 
National Association of Credit Men 
by Mr. Jacob I. Weinstein, and pub- 
lished under the title “Bankruptcy Act 
of 1938” any attempt at analysis or de- 
tailed explanation of the provisions of 
the act by me would be sheer presump- 
tion. 

In that connection, however, it seems 
not improper to express here, as a 
matter of conviction, that the working 
credit man who fails to avail himself 
of Mr. Weinstein’s work and make its 
systematic study a part of his regular 
routine, will be guilty of neglecting 
his own and his concern’s best interests. 

Obviously credit men are not em- 
ployed to practice law—nor is a knowl- 
edge of law ordinarily prerequisite to 
such employment. But I have ob- 
served some expensive and exceedingly 
embarrassing misadventures of creditor 
concerns arising out of ignorance of 
the most elementary provisions of bank- 
ruptcy law. 

We all more or less loosely subscribe 
to the belief that a little knowledge is 


= What does the Chandler Act, ef- 
uu 


Moulin 





dangerous and give that idea special 
point as regards law. Be that-as it 
may, I have never met any one who 
really knew too much about his job, 
nor one who seriously impaired his use- 
fulness by intelligent study. of all its 
phases. He would be a poorly-equipped 
credit manager who had no practical 
knowledge of warehousing and bulk 
sales laws nor some slight acquaintance 
with the cardinal features of the ne- 
gotiable instruments act. 

The clearest, most adaptable com- 
pendium of a state’s banking laws I 
ever read was written by a layman 
bank officer. It comprehended some 
500 transactions, most of them ordinary 
in the sense of their frequency, all of 
them, because they involved the money 
or property of others, fraught with 
liability. The law governing each was 
stated in a brief layman-worded para- 
graph. 

That banker was not qualified to 
practice law, nor did he esteem himself 
in any sense a lawyer, yet he did a job, 
warmly commended by competent 


members of the Bar. He had learned, 
not academically but practically, by 
searching for the whys and why nots 
of the matters passing through his 
hands. He acquired a fine working 
knowledge of what not to do, and a 
quickened appreciation of the need for 
instant professional legal counsel, when 
he found something wrong or irregular. 

The comparative analysis in Mr. 
Weinstein’s “Bankruptcy Act of 1938” 
is so plain and simple in statement of 
the provisions of the new law and their 
variance, if any, from the old, as to 
present no difficulty of reading or un- 
derstanding by the layman. 

For instance, the analysis presents 
clearly the Chandler Act provisions 
touching partnerships and partners in 
bankruptcy. This is a subject about 
which, generally speaking, neither at- 
torneys nor courts seemed to be clear 
or in agreement under the partnership 
provisions of the old law. 

Except for the fact that Chapter X, 
the corporate reorganization section, 
represents a definite separation from 
and consequent unscrambling of the 
“Arrangements” provisions, it has, as 
I see it, slight immediate interest for 
the average credit man. Possibly 95 
per cent or more of the credit men in 
this Association may never have any 
first hand experience with it. Those 
who do become involved, as creditor 
representatives in corporate reorganiza- 
tions under the Act, will find attorneys 
in adequate numbers on all firing lines. 
Their positions will be responsive 
rather than responsible. 

As a matter of opinion, and in no 
wise critical of either the merits or de- 
sirability of the corporate reorganiza- 
tion section, I believe the Chandler Act 
would meet adequately the needs of the 
commercial credit man, had Chapter X 
not been incorporated. 

Chapter XII “Real Property Ar- 
rangements by Persons Other Than 
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Corporations” and Chapter XIII 
“Wage Earners Plans” present sane 
treatments for acute current problems. 
Consonant with that common sense 
characteristic of Chandler Act framing 
throughout, they are distinct and apart. 
They will scarcely play important or 
frequent parts in the experience of 
wholesalers’ or manufacturers’ credit 
departments. 

Therefore what follows refers gen- 
erally to the act as related to straight 
bankruptcy and arrangements. 

The Bankruptcy Act of 1938, in a 
single comprehensive measure, in fact a 
coordinated code, replaces a forty year 
old and frequently-amended patch work 
—the Bankruptcy Act of 1898. 

Excepting only as to its final passage 
in the closing hours of the Congress, 
there has been nothing hurried about 
this legislation. For many years, rather 
careful observation of legislation and 
legislative method has been my habit. 
I.can recall no other single act being 
put to final passage only after the na- 
tion’s best qualified experts had devoted 
six years of painstaking study and work 
to its making. And certainly, I can re- 
call no act directly affecting business, in 
the preparation of which, the rights of 
every one were so carefully weighed. 
Hearings were held over a period of 
two years. 

The part played by this Association 
in the preparation and passage of the 
Act was one in which every thinking 
member must find great pride. 

The Bankruptcy Act of 1938 is de- 
signed to wipe out the ambiguities, con- 
tradictions and uncertainties developed 
by tinkering with the old law. Some 
of these temporarily expedient changes 
provided convenient avenues for the 
accomplishment of fraud, others for the 
sweating of estates. 

The new law saves all of the old 
law worth saving (so far as the credit 
man is concerned) and saves it in terms 
consonant with the principles of bank- 
ruptcy law settled by judicial decisions 
under the old act. It is not a depar- 
ture from those principles but a fitting 
of them to conditions as of today. 

Consequently even those members of 
the legal profession who, for whatever 
reasons, were willing to let bad enough 
alone, cannot convincingly complain 
that the act has set us adrift on un- 
charted seas. 

It makes for economies directly and 
for the economies which are incident 


to expedition. For instance, under the 
new act, referees grant, deny or revoke 
discharges—a great improvement over 
the cumbersome, slow, and expensive 
method of reporting to the court after 
hearing, as provided by the old law. 
Another common-sense provision look- 
ing to economy of time and money is 
the one giving the court summary jur- 
isdiction in trustee’s proceedings to re- 
cover dividends paid on reconsidered or 
rejected claims. The conditions ante- 
cedent to discharges are made clear— 
discharges expedited and made certain. 

Of profound significance to the credit 
men are the provisions giving creditors 
committees real status in court and 
with trustees. 





Not a technical analysis, 
this article by the chair- 
man of the N.A.C.M.’s na- 
tional legislative commit- 
tee presents a pertinent 
point of view concerning 
the role which the new 
bankruptcy act will play in 
credit management. More 
detailed analyses will be 
carried in later issues of 
this magazine, in the Asso- 
ciation’s ‘‘Members Bulle- 
tin,’’ and the forthcoming 
1939 edition of ‘‘Credit 
Manual of Commercial 
Laws.”’ 





Provisions of the new arrangement 
section, clear up situations like the fol- 
lowing: 

In an arrangement matter where the 
debtor was a corporation, approxi- 
mately 14 per cent in amount of all 
claims filed by the debtor, including 
one half in both number and amount 
of those given preference, were not 
proved. When the debtor was ready 
to pay the claims given preference, he 
asked the court for an order of instruc- 
tions, as to those filed but not proved. 
Some of the interested parties, who had 


proved, were of the opinion, that in 
view of the declaratory provisions of 
77B and since the arrangement was 
predicated on the assumption and pro- 
mise of the debtor that it could and 
would pay all its debts in full, the court 
would by ordering further notice or 
some other order relieve the neglectful 
creditors from penalty for their laches. 
The court did not take that view. It 
held that creditors had had their day 
in court but offered no comfort, other 
than to say that it would listen to any 
“legal reasons” for reconsideration of 
his stand. 

Under the new act, such claims filed 
and not objected to will be paid. 


Another significant feature of the 
Act, so far as creditors are concerned, 
are the various provisions providing for 
more adequate and prompt information 
in the proceeding. Among these pro- 
visions are those requiring that the 
schedule of the bankrupt shall be filed 
with the voluntary petition, require- 
ment of the examination of the bank- 
rupt at the first meeting of creditors, 
at hearings on objections to discharge 
and at other times. The new require- 
ment of a statement of affairs, pat- 
terned after the English Law, may be 
expected to produce valuable informa- 
tion regarding the background and 
exact condition of the bankrupt which 
cannot fail to be valuable to creditors. 
This important objective of the new 
law, designed to bring into the open 
complete information regarding the 
condition of the bankrupt and his busi- 
ness relationships, taken together with 
the improvement and amplification of 
the provisions of the old law designed 
to prevent fraud and misrepresentation, 
constitute one of the most important 
and valuable benefits which the law 
confers upon creditors. 


These few examples of some of the 
many beneficial features of the Act are 
intended merely to illustrate the tre- 
mendous importance of the legislation 
and suggest the need for its careful 
study by credit executives. In this con- 
nection, it will be of interest to know 
that the Association is developing an 
educational program in _ connection 
with the act which will include not 
only detailed discussions of various 
provisions of the act which are of par- 
ticular interest to credit executives, but 
study groups and other means of per- 
sonally considering the law in local 
association meetings. 
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But there are meanings to credit 
men and to all business, not to be found 
in the text of the Chandler Act. There 
is the congratulatory and significant 
suggestion that enactment of the 
Chandler Bill seems to mean that busi- 
ness, unselfishly united for the general 
good, can claim the attention and co- 
operation of the national legislature. 

* And to every business man there 
should be heart warming, assuring 
meaning in the fact that we have in 
the Congress men willing to enlist 
themselves, as did Representative 
Chandler and Senator O’Mahoney. 
Mr. Chandler made bankruptcy revi- 


sion his major Congressional effort for 
years. He successfully battled against 
piece-meal tinkering that would have 
left confusion worse confounded. 

Senator O’Mahoney, by his devotion, 
indefatigable industry, and skill brought 
the bill to final passage in the Senate— 
saved its loss by sidetracking. 

That is unselfish statesmanship. 
There is mighty little “back home” 
vote-making in the espousal of any 
measure like the Chandler Act, de- 
signed to help business, although the 
benefits of the act to those “back home” 
will ultimately over-shadow many more 
publicized pieces of legislation. 


Field warehousing uses 


Division of the National Associa- 
tion of Credit Men’s Credit Con- 
gress in San Francisco in June, 
A. T. Gibson, President of Lawrence 
Warehouse Company, explained how 
large companies can make use of bank 
funds, through field warehousing, in 
the treatment of customers’ credits, 
“The Bankers Magazine’’ reports. 

“Although the primary use of field 
warehousing is to secure added bank 
credit for firms in need of extra work- 
ing capital,” said Mr. Gibson, “this 
financing method is so economical and 
versatile that many AAAI organiza- 
tions are either recommending or em- 
ploying it for their customers.” 

It was pointed out that producers 
and manufacturers frequently hamper 
themselves as well as their customers 
by carrying large customers’ accounts 
whereas a substantial part of this fi- 
nancing could be handled more prac- 
tically by established banks. 

There are three applications of field 
warehousing open to the average com- 
pany, Mr. Gibson stated. They differ 
only in detail of operation and with 
respect to transfer of title to commodi- 
ties which are warehoused. Under any 
of the arrangements, commodities 
(either raw or manufactured) are field 
warehoused on the premises of distri- 
butors purchasing the goods. The 
stocks are merely segregated from those 
which distributors own outright. 

The objectives in using field ware- 
housing are to strengthen or eliminate 
credits on the part of suppliers and to 





= In an address to the Food Products 
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help purchasers buy stocks in greater 
quantities than their normal capital and 
credit would allow. 

The first field warehousing arrange- 
ment which Mr. Gibson referred to is 
used to a considerable extent in almost 
every industry. Under this method, 
the customer arranges with his bank to 
receive shipments from a manufacturer 
or producer under Order Bills of Lad- 
ing with Sight Drafts attached. The 
consignee’s bank pays for the goods 
upon arrival and accepts field ware- 
house receipts as security for the ad- 
vances made. All arrangements are 
made by the customer. Field ware- 
housing is employed for the bank’s pro- 
tection. The producer or manufac- 
turer who ships the goods receives cash 
for the whole order. The customer, in 
turn, pays the bank according to pre- 
arranged terms. Usually payment is 
made in proportion to the amount of 
commodities which are released from 
a field warehouse to fill orders. 

Another operation is one in which 
the supplier arranges with his bank so 
that he may consign goods to himself, 
in care of a field warehouse set up on 
a distributor’s premises. ‘Title to the 
inventory remains with the supplier 
and his bank, and goods are released 
to the distributor only in accordance 
with the supplier’s instructions. Pay- 
ment for merchandise is made either 
to the supplier direct or through the 
warehouse company and the bank. 

‘The advantages of this arrangement 
are that it permits a supplier to make 
maximum deliveries and to arrange 





shipments at most convenient times. It 
also insures the supplier complete pro- 
tection against loss due to failure of a 
customer or due to claims of other 
creditors against a customer’s assets. 

The third field warehousing appli- 
cation described by Mr. Gibson follows 
the terms of the first. That is, field 
warehousing is established by the cus- 
tomer through his own bank. How- 
ever, the supplier agrees to repurchase 
any stocks which may remain unsold at 
an agreed date. This agreement serves 
as protection to the supplier as well as 
to the bank. By repurchasing unsold 
stocks the supplier precludes possibility 
of having standard merchandise dump- 
ed at distress prices. 


Several examples where field ware- 
housing has been used with remarkable 
results were cited. ‘Naturally, the 
potentialities of this method of financ- 
ing depend largely on the aggressive- 
ness of the concerns which turn it to 
their needs,” said Mr. Gibson. “One 
well-known Southern oil refinery 
blocked out competition on several 
fronts by providing field-warehoused 
stocks of fuel oil to certain jobbers.” 
This company fills storage tanks of the 
jobbers to capacity during the summer 
months. The tanks are immediately 
sealed by the warehouse company and 
warehouse receipts are turned over to 
the bank which finances the purchase. 
Thus, the refinery receives its payment 
on delivery. Throughout the fall and 
winter the bank collects from the job- 
bers as oil is released to them. In this 
way its advances are automatically 
liquidated, if all stocks have been con- 
sumed by the end of the retail selling 
season. Under a repurchase agree- 
ment, the refinery takes title to what- 
ever stock remains. 

“The net of this arrangement,” Mr. 
Gibson stated, “is that the producing 
company has made exclusive customers 
by tieing up jobbers’ storage facilities. 
It has overcome one of the important 
limitations resulting from the Robin- 
son-Patman Act in that it is able to 
deliver to jobbers three or four times 
as much stock as they would be able 
to buy otherwise. 

“Surprisingly enough, some of the 
jobbers do not use a cent of their own 
money. Where their credit is strong 
enough, the bank finances the entire 
purchase and simply pays the jobbers 
the difference remaining after collec- 
tions have been made.” 
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JAMES A. WALSH, Credit Manager, Adley Express Co., Inc., New Haven, Conn., 


considers 


Truck transport credits 


from manufacturers, wholesalers 

and retailers relative to their ques- 

tion “Why should the motor truck 
transportation industry enjoy the privi- 
lege of being able to enforce all collec- 
tions within a seven day period from 
date of presentation ?’’, I would like to 
present my observations. 

This is not a privilege, nor a con- 
cession, but is a mandatory requirement 
of the Interstate Commerce Commis- 
sion and is part and parcel of the 
Motor Carrier Act of 1935 as advo- 
cated by that body, and may be found 
in Section 223: of this act. 

Let us review briefly, if we will, the 
factors which motivated this action of 
the Interstate Commerce Commission 
with reference to motor truck industry 
and also review the economic value and 
effect in the decline of the cost of com- 
modity distribution which is the direct 
result of the formation of this industry. 

Picture, if you will, the cost, time 
and effort expended by many industries 
a few years ago whose sole method 
of transportation was by horse and 
wagon from isolated railroad stations 
to their plants which, because of na- 
tural locations, were far removed from 
the point of origin of many of their 
products. 

From a national survey that was 
made, it was estimated that approxi- 
mately 45,000 communities had no rail 
connections and depended wholly upon 
this method of transportation. The ex- 
pense of this additional effort was re- 
flected in the prices of all commodities 
and was, to a measure, directly re- 
sponsible for the ever-increasing cost of 
commodity distribution prior to the ap- 
pearance of motor truck transportation. 

Let us advance to the years 1920 
and 1925 and the advent of the first 
“over-the-road-movement” by motor 
truck when a new era in transportation 


Ee the many inquiries received 
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was begun which revolutionized this 
industry heretofore controlled entirely 
by the railroads. It brought with it a 
flexibility of movements otherwise un- 
heard of, and to many traffic managers 
was, to put it in the vernacular, “a 
dream come true.” 

Then began the “‘chiseling” and sub- 
sidizing by both shippers and carriers 
in an effort to obtain concessions in this 
new industry and a period of uncon- 
trolled competition followed which 





Michigan rules 
on truck C. O. D.’s 


Grand Rapids.—The Michigan 
Public Utilities Commission recently 
announced a new rule governing 
the collection of C.O.D. shipments 
by motor vehicle common carriers. 
This new rule reads as follows: 

“All such carriers, immediately 
upon collection of any and all 
C.O.D. monies, and in no event 
later than five (5) days after de- 
livery of the C.O.D. shipment or 
shipments, shall remit to the con- 
signor, unless otherwise authorized 
by the consignor, the monies so 
collected by cash or currency, 
money order, cashier's check, certi- 
fied check drawn on a bank ac- 
count in which only C.O.D. monies 
are deposited.” 

The rule also points out that all 
monies collected on intrastate ship- 
ments shall be impressed with a 
trust for the benefit of the C.O.D. 
shippers. 





had it been allowed to exist would have 
placed this industry “behind the eight 
ball.” 


Insurance by the shippers on cargos 
were allowed by some carriers, thereby, 
reducing rates in proportion at so much 
per hundred weight in order to obtain 
the business of many of the larger ship- 
pers, and which. resulted in a rebate 
to some shippers, but was not given to 
all. Late billing and a latent attitude 
toward collections ranging in periods 
from one to four months was also prev- 
alent with the result that an abnormal 
condition existed which placed this 
great industry in jeopardy. 

The Motor Carrier Act was estab- 
lished with the purpose in mind of 
controlling this unfair competition 
which: existed between carriers and 
shippers by fostering plans whereby 
all would be on an equal and competi- 
tive basis. The Act first made its ap- 
pearance in 1935 and allowed a carrier 
a period of thirty days for the collec- 
tion of charges. 

It might be well to digress at this 
point to show the reason why this 
thirty day period did not prove suc- 
cessful—because of a steady advance in 
overhead costs which included admin- 
istration, operation and maintenance 
departments. The major increase was 
in labor costs and was brought about 
by an organized labor front which 
pyramided this one item to a new high 
and which necessitated drastic action in 
this industry, which had grown by 
leaps and bounds, and which was the 
most vulnerable point for their attack. 

Another of the main purposes for 
which the act was instituted was to 
provide a quicker turn-over of account 
receivables which would alleviate to a 
certain extent the need of added capi- 
talization. 

An interpretive order was then pre- 
scribed by the Commission, changing 
this thirty day period to read fifteen 
days. However, even this fifteen day 
clause impaired a hardship on both the 
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shipper and the carrier because there 
was no definite interpretation as to the 
number of days to be allowed in ren- 
dering bills; neither, by the same token, 
was there any period of time allotted 
to their definite payments, for example, 
a period of time, say nine days for the 
carrier to submit his bills and a six day 
allowance for the shipper. 


The resultant confusion brought 
forth a further interpretive order 
which made it mandatory, effective 
October 1, 1937, that all bills be pre- 
sented within seven days from the first 
12:00 o’clock midnight following de- 
livery of the freight and that all bills 
are payable seven days, excluding Sun- 
days and legal holidays other than Sat- 
urday half-holidays, from the date of 
presentation which shall begin from the 
first 12:00 o’clock midnight following 


the presentation of the freight bills. 

This period of time was the result 
of an exhaustive study made by the In- 
terstate Commerce Commission and 
covered every mode of transportation 
in the United States and was also 
brought about by the insistence of the 
railroads. They claimed that this 
period was a concession to the motor 
truck industry as compared with the 
forty-eight hour collection period al- 
lotted to them. ‘The statement was 
made that we were being subsidized. 
This in face of the fact that highway 
transportation in all its phases is re- 
sponsible for one-sixth of the over-all 
tax collected in the United States. To- 
day the total tax bill on highway trans- 
portation amounts to approximately 
one and three-quarters of a billion dol- 
lars a year. 

Therefore, I believe that inasmuch 


Collect your accounts 
and keep ‘em saleable! 


Says FREDJ. CARPENTER 
Asst. Treasurer, 

National Supply Co., 

Los Angeles, Cal. 


ment of due and past due ac- 

counts, have you had your sales 

manager oor general manager 
suggest you be lenient? How often 
have they said that good customers 
should not be pressed for payment lest 
they be offended? 

If you have replied by stating that 
it is your job to see that goods are 
paid for when payment is due, you 
have doubtless stated the truth. If you 
have justified your action by explain- 
ing the added hazards involved by a 
too lenient collection policy, you have 
been on firm ground. If you have ex- 
plained that in assisting customers to 
keep their affairs in current condition 
and in discouraging over-expansion, 
you are rendering those customers a 
real and constructive service; you are 





=. How often in following for pay- 
ww 


right, again. 

But, I ask, have any or all of these 
answers impressed the individual re- 
sponsible for and principally interested 
in increase of sales volume? Chances 
are, they have not! 

How then can you best explain the 
wisdom of keeping accounts receivable 
current? Well, the sales manager 
wants to sell every customer and pros- 
pect. My idea is to show him that 
when an account is past due, it is im- 
possible to approve credit on further 
purchases. 

If most of your accounts are kept 
current they will be in such shape that 
any orders received from them can be 
handled promptly. If accounts are not 
current, it is necessary to communicate 
with customers when new orders are 
received, with the reasonable expecta- 
tion that something said or done re- 
garding the existing past due bills will 
offend the purchaser. 

Here’s an explanation and a situa- 
tion that any sales manager can under- 
stand and will be willing to under- 
stand. Here is common ground and 





as the motor truck transportation in- 
dustry has rendered such a signal ser- 
vice by creating a more flexible medium 
for shippers, because this industry has 
created employment for over five mil- 
lion people and because it has helped 
greatly to decrease the cost of com- 
modity distribution, it is the duty of 
all shippers to co-operate with the 
motor truck carriers to the end that 
the accrued benefits of such co-opera- 
tion may be enjoyed by all. 


I would like also at this time to 
leave the thought that despite the fact 
that there have been numerous com- 
plaints as to the shortage of time now 
allowed for the payment of motor 
truck transportation charges this period 
of time, in the not too distant future, 
will be shortened before it is ever 
lengthened. 


an objective which appeals alike to 
credit managers and sales managers. 

Collect your past due bills. Keep 
your accounts saleable! 


Income tax 
administration 


The state of New York adminis- 
tered its state income taxes at a cost 
lower than any other state in 1934, the 
latest date for which comprehensive 
figures for the states are available. Ac- 
cording to a volume “Studies in Cur- 
rent Tax Problems,” recently pub- 
lished by the Twentieth Century 
Fund, New York, spent only 1.0 per 
cent of the revenue from its combined 
personal and corporation income taxes 
that year on their collection. The 
national average cost of administering 
state income taxes in 1934-1935 was 
1.7 per cent of the income derived 
from this source. 

In 1933 New York spent even less 
in administering its income tax. That 
year only 0.7 per cent of the tax was 
needed for administration. Utah in 
1933-1934 spent more than 15 per 
cent of the revenue from its income tax 
for administering the tax which is ex- 
plained partially, however, by a $1.00 
filing fee required by the income tax 
law, low rates, high exemptions and 
property tax offsets that minimized the 
yield of the tax. 
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Do you know about the new 


extended coverage endorsement? 


by CLARENCE T. HUBBARD 


This medium of “risk grouping” 
has been referred to as “‘all of the 

Wi allied fire lines tied up in a neat 

little insurance package.” 

Graphically, this description can be 
ok’d, but technically, the statement is 
not accurate. The Extended Coverage 
Endorsement, while incomplete in 
principle, is nevertheless, more than a 
passing sentence to earnest students of 
credit protection by insurance. 

This much referred to endorsement, 
one of the most progressive steps ever 
undertaken in the field of fire insur- 
ance, is the means of extending the 
ordinary fire insurance policy to em- 
brace a group of additional hazards. 

If one could only stop right here— 
this article would not be necessary. 
But, in so extending the fire insurance 
contract by endorsement to certain ad- 
ditional hazards, it is helpful to realize 
that this privilege: 

1. Perpetuates the protection of fire 
insurance to apply under circum- 
stances not permitted without the 
attachment of the Extended Cov- 
erage Endorsement. 

2. That the attachment of this en- 
dorsement clarifies the “sit-down” 
strike coverage under the Riot in- 
surance item. 

3. That a number of important stip- 
ulations are included in the en- 
dorsement which should be un- 
derstood. 

4. That losses are apportioned ac- 
cording to the amount of fire in- 
surance carried. 

5. That the Extended Coverage En- 

- dorsement is not an all-risk cover. 

The Extended Coverage Endorse- 
ment, with emphasis on the word ex- 
tended, implies that when this endorse- 
ment, embracing a grouping of allied 
fire insurance coverages, is attached to 
an ordinary fire insurance policy, it 
does not represent additional insurance 
liability, it is, in fact, the extension of 


the amount of liability under the fire 
insurance policy, to which the endorse- 
ment is attached, to include also the 
hazards named in the endorsement. It 
is not a separate insurance contract. 

In other words, the credit manager, 
interested in knowing whether his 
clients have their insurance policies 
properly written and supervised, should 
realize that when the Extended Cover- 
age Endorsement is added to a fire in- 
surance policy, say, a policy written for 
$50,000, and then should a total loss 
occur by windstorm—one of the haz- 
ards insured under the Extended Cov- 
erage Endorsement—then the whole 
amount of the liability of the policy, 
applying both to fire and all the other 
perils, is used up. 

There is no liability remaining after 
paying the loss. If a partial loss de- 
velops under a $50,000 fire insurance 
policy, to which the Extended Cover- 
age Endorsement is attached,—say a 
loss of $5,000, it means that an 
amount of $5,000 of the entire liability 
of the contract has been used up, and 
there remains only $45,000 to apply on 
any future losses, unless the liability 
consumed by loss is reinstated. 

This new and much discussed en- 
dorsement offers insurance protection, 
when attached to a fire insurance 
policy, against the following hazards— 
windstorm, hail, explosion, riot, air- 
craft property damage, motor vehicle 
damage and smoke. The endorsement 
is practically uniform the country over, 
though there are one or two modifica- 
tions, in the south and the Pacific 
Coast. 

For instance, in Florida there is a 
“limitation clause” in the Extended 
Coverage Endorsement used there, 
which limits the recovery on windstorm 
losses to claims exceeding $25.00. This 
is not a deductible clause—$25.00 is 
not deducted from each windstorm 


loss. A $30.00 loss would be paid in 


full. But losses less than $25.00 are 
not collectible. However, in Louisiana, 
another southern state, a $50.00 de- 
ductible clause applies on the wind- 
storm portion of the Extended Cover- 
age Endorsement, meaning $50.00 de- 
ducted from each and every loss. Then 
on the Pacific Coast, the Extended 
Coverage Endorsement, includes the 
“Fallen Building Clause Waiver.” 
This referred to waiver is not included 
in the Extended Coverage Endorse- 
ment anywhere else in the country, 
although it can be purchased as an in- 
surance coverage, usually attached to a 
fire insurance policy by separate en- 
dorsement. On the Pacific Coast, due 
to the earthquake hazards, nearly 
everyone purchases the “Fallen Build- 
ing Clause Waiver”, either through 
the Extended Coverage Endorsement, 
or separately. 

As every credit specialist should un- 
derstand, there is a “fallen building 
clause” in every standard fire insurance 
policy, which means, that if a building, 
or a material part thereof, falls, and 
fire ensues, the fire insurance policy 
covering the risk is void. This “fall” 
might be brought about by a wind- 
storm, or an explosion, or a riot, or an 
aircraft or motor vehicle collision—and 
therefore, under the Extended Coverage 
Endorsement, any fire ensuing would 
be insured. The fire insurance is thus 
perpetuated. 

To make this clearer, if a wind- 
storm causes a material part of a build- 
ing to fall and then fire ensues, the fire 
insurance contract by itself is voided, 
but a fire loss so developing can be 
collected under an Extended Coverage 
Endorsement. This is likewise true if 
a property-owner purchases individual 
insurance contracts—if he has, for in- 
stance, both a fire and a windstorm 
insurance policy, then if a fire occurs 
as the result of windstorm, even if it 


a 
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involves the Fallen Building Clause, 
the property-owner is protected. 
This is called “Bridging the Gap.” 


The Windstorm and Aircraft Property - 


Damage policies all “bridge the gap.” 
So does the Earthquake insurance 
policy, which, however, is not a part 
of the Extended Coverage Endorse- 
ment. Then the Riot insurance policy 
assumes any fire loss, the result of riot, 
if the fire insurance policy is voided by 
a riot. But the Explosion insurance 
contract, by itself, does not “bridge the 
gap.” 

However, when you acquire the Ex- 
tended Coverage Endorsement, the 
“bridging of the gap,” or resultant fire 
loss occurring, even if a material part 
of a building falls, is fully protected, 
so that one of the outstanding protec- 
tive benefits of this endorsement is in 
the fact that it perpetuates fire insur- 
ance under almost all conditions. 


However, there are still some losses, 
other than fire, which would not be 
covered. For instance, the collapse of 
a building. If a building collapses 
from any hazard discussed herein and 
fire follows, there would be insurance 
protection, but if a building collapses, 
say from vibration, or faulty construc- 
tion, deterioration or decay, and fire 
follows, then there would be no recov- 
ery under either the fire insurance 
policy, or the Extended Coverage En- 
dorsement, unless the Fallen Building 
Clause Waiver were attached. The 
Fallen Building Clause Waiver can be 
attached to a Fire insurance policy for 
an additional premium, in most terri- 
tories, though out in the Pacific Coast 
territory, it is an incorporated part of 
the Extended Coverage Endorsement, 
but not elsewhere. 


Again, I want to make this clear that 
the Fallen Building Clause Waiver and 
the Extended Coverage Endorsement 
will perpetuate the fire insurance and 
take care of fire insurance losses occur- 
ring after a building has collapsed from 
any of the perils insured against through 
the falling of a material part thereof— 
but if a building collapses from causes 
not insured against and no fire follows, 
then there is absolutely no recovery 
under the Extended Coverage Endorse- 
ment, or the Fallen Building Clause 
Waiver. Collapse insurance is not a 
general class of protection offered by 
fire or other insurance companies. 


It is only recently that the Extended 
Coverage Endorsement, grouping to- 





gether these various allied hazards, has 
been standardized throughout the 
country. Heretofore it was called the 
Supplemental Contract and in some 
localities it was a separate contract 
from the fire insurance policy—now it 
is an extension of the fire insurance 
contract. The last state to adopt this 
form of extending insurance to include 
the allied fire lines, is Texas. How- 
ever, up to the time of writing, this 
state has confined the adoption of the 
Extended Coverage Endorsement to 
dwellings and apartments only and not 
to a general class of construction 

The cost of the Extended Coverage 
Endorsement is less than the cost of 
separate policies for each of the haz- 
ards named—considerably less. ‘The 
rate charges vary throughout the country 
because, in some instances, the wind- 
storm hazard is rather pronounced espe- 
cially in certain mid-western states and 
southern territories, whereas in the 
east, the windstorm hazard is consid- 
ered mild and does not run up the cost 
of the endorsement. 

The credit man should keep in mind, 
particularly when reviewing insurance 
surveys, that the Extended Coverage 
Endorsement should not be confined 
only to straight fire insurance policies 





covering buildings, machinery and con- 
tents—but that it is equally as impor- 
tant to see that this endorsement is 
attached to Use and Occupancy or 
business interruption insurance policies, 
also to rents insurance policies, lease- 
hold insurance and profits and commis- 
sions insurance policies and, where 
possible, to builders risks insurance 
policies. 

For instance, considering use and 
Occupancy insurance from a credit 
man’s point of view, it is equally as 
important to see that the interruption 
to earnings of a business is protected 
from losses resulting from allied fire 
hazards as well as from fire itself. It 
would be irony to have protection 
against loss by fire and then to find 
that a windstorm, or a riot, or an ex- 
plosion, caused the insured premises to 
suspend operations and with no insur- 
ance protection! ‘This is hardly excus- 
able now when these combined cover- 
ages can be obtained at a low rate, all 
in one form. 

It is also rather important for credit 
men to keep in mind the Extended 
Coverage Endorsement on the insuring 
of buildings under construction. They 
are exposed to greater damage from 
windstorm, and from riot, and from 





The Extended Coverage Endorsement guards buildings under 
construction 
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explosion, than are buildings fully com- 
pleted. Only within a few weeks, a 
building almost completed was dyna- 
mited through a stick of this powerful 
explosive being hung in the chimney. 
Another large building, valued at three 
million, and while under construction, 
was severely damaged by sabotage. Both 
of these losses were caused by labor re- 
prisals—something for the credit man- 
ager to think about. The insurance is 
usually in the name of contractors, sub- 
contractors and supply houses. Fur- 
thermore, the attachment of this “Ex- 
tended” endorsement to various month- 
ly reporting insurance coverages—in- 
suring contents of locations distributed 
throughout the country, all in one 
monthly reporting policy —this too 
should be checked. There is much, you 
see, for the credit manager to check 
under the subject of “insurance.” ‘The 
“survey plan,” as explained in a pre- 
vious article, is the most efficient man- 
ner. 


Among the properties insured under 
fire insurance policies, on which the 
Extended Coverage Endorsement can- 
not be used are airport properties, 
bridges and tunnels, coal and ore docks, 
farm properties, greenhouses, mining 
properties, prison risks, public utility 
electric generating stations, railroad 
properties, roofs when insured by them- 
selves, signs when insured by them- 
selves, smokestacks, stone quarries, and 
trees, shrubs, yards, garden improve- 
ments, and golf grounds. ‘These risks 
can be insured through separate allied 
fire insurance policies. 


Signs and awnings, until recently, 
were not eligible for protection under 
the Extended Coverage Endorsement 
because of the windstorm hazard. Now 
this has been corrected and signs and 
awnings may be insured under the Ex- 
tended Coverage Endorsement, pro- 
viding that the fire insurance policy, to 
which the endorsement is attached, 
contains an 80% or higher coinsurance 
clause. 


The insuring clause of the Extended 
Coverage Endorsement reads as fol- 
lows: “The coverage of this policy is ex- 
tended to include direct loss or damage 
by windstorm, cyclone, tornado and 
hail, explosion, riot, riot attending a 
strike, aircraft, vehicles, and smoke.” 

These named coverages are almost 
complete in their protection, but not 
entirely. For instance, the explosion 
insurance protection offered in the en- 


dorsement, represents complete explo- 
sion insurance, to be sure, whether the 
explosion occurs on or off the premises, 
but the coverage specifically excludes 
any loss or damage by explosion orig- 
inating within steamboilers, pipes, fly- 
wheels, engines and machinery con- 
nected therewith and operated thereby. 
This has always been a standard ex- 
clusion in the Explosion insurance 
policy, and such insurance protection 
can only be obtained through a sep- 
arate steamboiler insurance contract. 
There is one point of discussion which 
enters here which should be cleared 
up—what insurance is offered through 
this endorsement, if the property in- 
sured is damaged by an off-premise 
steamboiler explosion? Strictly speak- 
ing, such a loss is not covered under a 
policy which has the Extended Cover- 
age Endorsement attached to it. All 
damage from steam explosions are ex- 
cluded. While such a loss might be 
recognized by some of the fire insur- 
ance companies, the coverage is posi- 
tively not included in the Extended 
Coverage Endorsement. 


The stipulations applying to riot 
losses are interesting and important. 
The endorsement reads that: “loss or 
damage by riot or riot attending a 
strike shall include direct loss or dam- 
age from pillage and looting, when 
such pillage and looting occurs during 
and at the immediate place of riot or 
riot attending a strike and shall also 
include direct loss or damage by acts 
of striking employees of the owner or 
tenant of the described building while 
occupied by said striking employees.” 
An important exclusion, however, is, 
“any loss resulting from damage or de- 
struction to the property owing to a 
change in temperature, or interruption 
of operations, when such change in 
temperature or interruption of opera- 
tions, results from riot, or strike, or 
occupancy by striking employees.” 

This means that if there is a “sit- 
down strike” and there is damage 
caused thereby, any loss from such 
damage is covered, other than changes 
in temperature, or interruptions to op- 
erations. For instance, there was a loss 
at a steel pickling plant. The strikers 
closed the blinds on the building when 
the heat was turned off. This change 
in temperature produced a condensa- 
tion on the water pipes, which in turn 
damaged the steel. Such a loss would not 
be collectible. However, if the strikers 


or rioters or sit-downers directly dam- 
aged the pipes, causing water to destroy 
the steel, such a loss would be qualified. 
Any losses resulting to a plant merely 
from employees being on strike is not 
covered—there must be actual physical 
damage. 


Further special stipulations, refer- 
ring to use and occupancy, now clari- 
fies up a previously disputed point. If 
a number of striking employees occu- 
pied a plant and damage occurred, and 
then these striking employees in their 
presence, refused to vacate and inter- 
fered with the immediate rebuilding or 
repairing of the plant. Any loss 
caused by such interference is not cov- 
ered while the interference continues. 
Therefore, if physical loss or damage, 
other than that caused by change in 
temperature, was caused and then the 
strikers held the plant for thirty days, 
the use and occupancy “earnings” loss 
would be dated from the day on which 
the strikers vacated or yielded the 
plant. If the sit-downers permit the 
repairs to be made immediately, even 
though they still occupied the plant, 
the insurance recovery would begin 
from that date. 


There. are also some special stipula- 
tions applying to the tornado portion 
of the endorsement, these stipulations 
being common in the standard Tor- 
nado insurance policy. The insuring 
company is not liable for any loss or 
damage under the Extended Coverage 
Endorsement caused by snow storms, 
blizzards, frost or cold weather, nor 
for any damage to stacked grain, hay 
or straw or to windmills, windpumps 
or their towers, whether blown down or 
not. The exclusions continue and deny 
liability for any loss or damage to other 
property caused by the blowing down 
of windmills or pumps. Furthermore, 
there is no liability for loss caused by 
tidal waves, high water, overflow, 
cloudbursts, nor for theft. Beyond 
that, it is important to realize that 
there is no loss or damage collectible 
when caused by water or rain, whether 
driven by wind or not, unless the build- 
ing insured first actually sustains dam- 
age to the roof or walls by the force of 
the wind. 

The usual Glass pro rata distribu- 
tion clause is included in the endorse- 
ment, which limits the recovery from 
loss by the hazards named in the en- 
dorsement on any plate of glass, to the 
value which such glass bears to the 
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total value of the building. The 
amount of insurance is arrived at by 
applying each plate to the proportion 
that such plate bears to the total value 
of all such glass. If a property owner 
is insured to full value, he can collect 
full plate glass, tornado and other 
losses. 

It should also be understood that the 
smoke coverage provided is only from 
the result of smoke due to a sudden 
unusual and faulty operation of any 
stationary steam, hot water or hot air 
plant, pertaining solely to the service 
of the building and does not cover 
smoke from stoves, fireplaces or any 
apparatus. Oil burner smudge is the 
hazard herein provided. 

The Apportionment Clause is very 
important. I quote the clause word 
for word: 


“This Company shall not be liable for 
a greater proportion of any loss or damage 
from any peril or perils included in this 
endorsement that the amount of insurance 
under this policy bears to the whole amount 
of fire insurance covering the property 
whether valid or not and whether col- 
lectible or not and whether or not such 
other fire insurance covers against the ad- 
ditional peril or perils insured hereunder; 
nor for a greater proportion than the 
amount of insurance under this policy bears 
to the amount of all insurance, whether 
valid or not and whether collectible or not 
covering in any manner such loss or 
damage; furthermore, if there be other 
insurance covering any or more of the 
perils causing loss or damage hereunder, 
covering specifically any individual unit of 
property involved in the loss or damage, 
only such proportion of the insurance un- 
der this policy shall apply to such unit 
specifically insured, as the value of such 
unit shall bear to the total value of all 
the property covered under this policy 
whether such other insurance contains a 
similar clause or not.” 


This means that if a property owner 
had a $20,000 fire insurance policy 
with the Extended Coverage Endorse- 
ment attached, and he also had an ad- 
ditional $20,000 tornado insurance 
policy and there was a $3,000 loss— 
the Extended Coverage Endorsement 
would pay $1,500 of the loss, and the 
Tornado insurance policy pay the other 
$1,500. If he had a $20,000 fire in- 
surance policy with the Extended Cov- 
erage Endorsement attached, and a 
$10,000 tornado insurance policy— 
then the extended coverage endorse- 
ment under the fire insurance policy 
would pay two-thirds of the loss, and 
the Tornado insurance policy, one- 
third; therefore, the credit man can 
readily see that it is most important 
to have all fire insurance policies, con- 


taining this endorsement, concurrent as 
far as possible. 

Malicious damage or vandalism in- 
surance is mot provided in the Ex- 
tended Coverage Endorsement, neither 
is War Risk protection. The “van- 
dalism” coverage can be endorsed onto 
the fire insurance policy, along with 
the Extended Coverage Endorsement, 
at an additional premium. ‘The same 
for war risk. Vandalism is not con- 
sidered covered under Riot insurance. 

It’s a simple endorsement and yet it 
involves many pointers and as its use 
today is very general, it should be in- 
sisted upon where credit protection is 
desired, mainly because it perpetuates 
the fire insurance, and in addition, at 





a nominal cost, also furnishes protec- 
tion against hazards which previously 
were perhaps too expensive to insure 
separately. 

The foregoing is a description of 
the Extended Coverage Endorsement, 
available to dwellings and nearly all 
classes of property, and does not refer 
to the various supplemental, extended, 
and special endorsements, involving 
various combinations of allied fire in- 
surance hazards, particularly sprinkler 
leakage, as applying to superior con- 
struction serviced by automatic sprink- 
lers. ‘These endorsements, known as 
3 A, 3 B, and 3 C, aleng with other 
variations, are confined to sprinklered 
risks only, of the highest order. 


Truth about Mrs. O’Leary’s cow 


In connection with the annual ob- 
servance in October of Fire Prevention 
Week, it is interesting to get an “in- 
side story” of why that time of year 
was chosen. The following account 
comes from “Fire Insurance” which 
is published by the Phoenix Insurance 
Company of Hartford, Conn. and af- 
filiated companies. 

No one would ever give a cow credit 
for having started a world-wide move- 
ment to reduce the annual loss due to 
fire; nevertheless, such credit is due to 
a Mrs. O’Leary’s cow of Chicago, al- 
though Mrs. O’Leary emphatically de- 
clared, at the time, that the animal was 
much maligned. October 9, 1871 was 
the date of the historic conflagration; 
and on the anniversary of this fire, 
civic forces throughout the world join 
hands in a great fire prevention effort. 

The popular explanation is that the 
Chicago fire started because a certain 
Mrs. O’Leary who lived on the north 
side of Dekoven Street near the Chi- 
cago river played nurse to a poor bossy 
with a swollen udder. 

Aroused by the rumpus the restive 
animal was kicking up in the barn, 
Mrs. O’Leary, so the story goes, 
grabbed a lamp that stood on the table 
in the dining room of her modest home 
and, at half past nine on the night of 
October 8, 1871, sallied forth on the 
errand of mercy that resulted in the 
destruction of $200,000,000 worth of 
property. 

We find that the story about Mrs. 


O’Leary and the cow was a fabrication 
of the man of the house and dated from 
the second day of the fire. The neigh- 
bors of Mr. O’Leary say he made up 
the tale because he was fearful all Chi- 
cago was coming down on him to de- 
mand prompt payment of the $200,- 
000,000 that had disappeared in smoke, 
which at least proves Mr. O’Leary was 
an optimist and had a fine sense of re- 
sponsibility. But, as is not unusual 
in family circles, Mrs. O’Leary told 
another story. 

“There is not a word of truth in the 
whole story,” said Mrs. O’Leary. “I 
always milked my cows by daylight, 
and never had a lamp of any kind or a 
candle about the barn. It must have 
been set afire. Two neighbors at the 
far end of the alley saw a strange man 
come up about half past nine in the 
evening. He asked them was the alley 
straight through. They told him it 
was and he went through. It was not 
five minutes till they saw the barn on 
fire. Before we had time to get out 
the horse or any of the cows, it was all 
gone, and the fire was running in every 
direction. The boys turned to and 
saved the house. I hope to die if this 
isn’t every word of it true.” 

This anecdote is a bit of human in- 
terest that seldom gets publicity. But 
it isn’t the great story that came out 
of the fire. The great story is that 
from the charred ruins came a realiza- 
tion that prevention of fire is essential 
to the healthy growth of the nation. 
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B.P. CALDWELL, Asst. Secretary, Underwriters’ Laboratories, Inc., Chicago, takes you 


Behind the “U. L.” scenes 


airport sits the plane dispatcher. 

His job is to direct the movement 

of planes to and from that airport 
so that each arrival and departure may 
be safely executed. 

It seems to me that the plane dis- 
patcher’s and the credit man’s job are, 
in a way, very similar. From points of 
vantage they both view the entire field. 
Constantly they study the changing 
scene. Both dispose of incoming and 
outgoing traffic case by case, treating 
each individually yet always with a 
view to its relation to the picture as a 
whole. ‘They calculate developments 
of the future. 

When fog descends and storms 
threaten the plane dispatcher’s job be- 
comes too big for one man alone and 
he seeks assistance. 

The credit man too has assistance at 
his elbow; sources of reliable informa- 
tion, facts which enable him to eval- 
uate the hazards of the risk, and means 
of protecting his firm against the con- 
sequences of such hazards. 

In the October, 1937, issue of 
“Credit and Financial Management” 
Mr. Paul B. Sommers, President of 
both the American Insurance Co., and 
the National Board of Fire Under- 
writers, told you of the assistance 
offered credit men by his organization. 
In the same issue Mr. George .W. 
Booth, Chief Engineer of the same 
body, wrote of the value of fire pre- 
vention in the protection of credit. 
Two powerful assistants. 

Another branch which serves credit 
men and the public generally is Under- 
writers’ Laboratories, Inc. Protection 
of life and property is the sole object 


of this altruistic, non-profit organiza- 
tion. 


S Atop the tallest building on each 
vi 


Two paragraphs from the charter 
outline the purposes in full: 

‘By scientific investigation, study, 
experiments and tests, to determine the 
relation of various materials, devices, 
constructions and methods, to life, fire 





Fire extinguishers are tested for efficiency and also for safety of the 


operator. 


Normal, internal operating pressures are measured and 


must not exceed certain specified safe limits. Then the cases are 
tested under hydraulic pressure and, for the type shown, must not 
burst below 500 lb. per sq. in.—this despite the fact that operating 
pressures for this type are only about 100 lb. Extinguishers are tried 


out on standardized fires set to tax their efficiency. 
the test of a 242 gal. foam type device. 


Shown above is 
Two gal. of gasoline have 


been poured into the 4 ft. dia. tub, ignited and allowed to burn for 20 

sec. to reach max. intensity before the attack begins. Fire must be 

extinguished before charge gives out if device is to win Underwriters’ 
Laboratories’ label of approval 


and casualty hazards, and to ascertain, 
define and publish standards, classifi- 
cations and specifications for materials, 
devices, constructions and methods af- 
fecting such hazards, and other infor- 
mation tending to reduce and prevent 
loss of life and property from fire, 
crime and casualty.’ 

‘To contract with manufacturers 
and others for the examination, classi- 
fication, testing and inspection of 
buildings, materials, devices and meth- 
ods with reference to the life, fire and 
casualty hazards appurtenant thereto 
or the use thereof; and to report and 
circulate the results of such examina- 


tion, test, inspection and classification 
to insurance organizations, other in- 
terested parties and the public... .’ 

Products of approximately three 
thousand manufacturers—some fifteen 
thousand different types of devices, 
materials and systems having a rela- 
tion to fire, crime and casualty haz- 
ards—are on the approved lists of 
Underwriters’ Laboratories, Inc. These 
published findings and the results of 
forty-three years of experiment, test- 
ing and research are made freely avail- 
able. Herein lies the especial signifi- 
cance of this work for the credit man. 

This activity finds its culmination 
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Automatic sprinklers are tested in ovens to determine their operating 
temperature, lag and reliability. Tension on the link of the link-and- 
lever type sprinklers is also carefully determined. Accelerated aging 
tests in corrosive vapors are followed by operation tests and all ma- 
chined surfaces and dimensions of new types of sprinklers are checked 
to determine compliance with allowable safe manufacturing tolerances 
established. As shown above, sprinklers are also tested for distribu- 
tion or the manner in which they cover ceiling, walls and floor with 
water. Set off by a torch they are allowed to run for a specified with 
a stipulated water pressure in the system. Walls and ceiling of the 
test laboratory are marked off in one foot squares and the floor is 
covered with one foot square buckets having over-lapping edges so 
as to prevent the loss of water. At the end of the test the areas wet 
can be easily determined and the volume of water collected in each 
bucket is measured 


in the following printed lists of prod- 
ucts which have passed the tests and 
complied with the safety standards im- 
posed : 


1. Inspected electrical appliances 

2. Inspected fire protection appli- 
ances 

3. Inspected gas, oil and miscel- 
laneous appliances 

4. Inspected automotive appliances 

5. Appliances inspected for accident 
hazards 

6. Inspected burglary protection ap- 
pliances 


These lists, which are printed annually 
and supplemented during the year, 
contain the classification of the prod- 
ucts, catalog numbers and other data 
relative to identification. © Many 
credit men, purchasing agents, archi- 
tects, professional engineers, rating or- 


ganization men and others find the lists 
indispensable in their work. 

Often insurance savings can be ef- 
fected and at the same time loss haz- 
ards minimized by requiring the use, 
wherever possible, of products which 
have been “Approved by the Under- 
writers.” In this connection it is well 
to bear in mind when calling for re- 
ports on the equipment of buildings 
involved in credit negotiations, that a 
careful check of such equipment is ad- 
visable. Certain classes of approved 
devices may be identified by means of 
a label attached to the article itself. 
Other classes however, are not so iden- 
tified and where such is the case refer- 
ence should be made to the proper list. 

It is interesting to note that approxi- 
mately half of the products submitted 
for test, fail on the first submittal. 
Further, only half of these are resub- 





mitted in modified form suitable to 
warrant eventual inclusion in the lists 
of inspected appliances. This means 
that twenty-five per cent of all prod- 
ucts submitted never achieve a listing. 
And, of course, there are products 
which, although within the scope of 
testing at the Laboratories, are, for one 
reason or another, not submitted. Lest 
this be misleading it should be stated 
here that in a substantial number of 
industries the coverage by the Labora- 
tories is nearly one hundred per cent. 

For the conduct of this work three 
testing stations are maintained. The 
principal office and test depot is lo- 
cated at 207 East Ohio Street, Chi- 
cago. This establishment comprises 
more than one hundred thousand 
square feet of floor space and houses 
the laboratories of the following seven 
testing and research departments: 
Automotive and Casualty, Burglary 
Protection, Chemical, Electrical, Fire 
Protection, Gases and Oils, and Hy- 
draulic. 

Branch testing stations are situated 
in New York City and San Francisco. 

In addition to the original investi- 
gations of goods submitted voluntarily 
by manufacturers to the three testing 
stations where they are examined and 
tested at cost, an important phase of 
the organization’s work is carried on 
by the inspection force whose offices 
are located in one hundred eighty-five 
cities throughout the United States and 
Canada. 

The importance of the inspection to 
users of approved products is difficult 
to overestimate for the inspectors, by 
periodic check, examination and test of 
listed products in production at the 
factory, determine that the current 
production is in compliance with the 
safety standards imposed. Inspection 
is maintained as long as the products 
are carried in the lists of inspected ap- 
pliances. Thus Underwriters’ Labora- 
tories, Inc. and the consumer are as- 
sured that the published advices are 
correct. 

Whereas insurance provides the basis 
for our present-day credit structure, 
lifting the burden of risk from the in- 
dividual, guaranteeing business perma- 
nence despite disaster, and reducing 
the interruption to business caused by 
fire and other losses, Underwriters’ 
Laboratories, Inc., collaborates to ex- 
pand the service by freely providing 
facts and information tending to pre- 
vent such losses. 
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What business management faces 


by DWIGHT F. McCORMACK, General Manager, Sherman-Clay & Co., San Francisco 


It sounds very nice to express the 
theory that a business is organized 

\y for the purpose of providing a pub- 

lic service, and sometimes to indi- 
cate that the idea of public service, 
is the only justification for investment 
in an enterprise of either capital or of 
personal service. However, I am going 
to assume that the stockholders we are 
discussing have that peculiarly selfish 
trait of having invested their capital for 
profit ; that banks lend to businesses for 
the interest income to be earned; and 
further, that the personnel of business 
spends its efforts for the compensation 
it receives and for the opportunity for 
personal improvement that is presented. 
Of course, every business realizes that 
the providing of an outstanding or bet- 
ter public service than the competitor is 
just plain good business. It produces 
a better opportunity for profit. 

Management realizes that it cannot 
gamble on uncertainties. It recognizes 
rising costs for most labor, and like- 
wise a definite tendency to declining 
sales. More important, it must face 
the fact that customers, the consumers, 
have a definite disinclination to pay 
higher prices for merchandise without 
a better reason than that the company 
needs the additional margin to cover 
its expenses at a profit. And this last 
point, customer’s resistance or just 
plain weariness and reduced capacity to 
buy must not be lost sight of. 

Current management problems fall 
into three general classes—financial, 
specific operating problems, and general 
or external problems. 

Coming first to the financial factors: 
The prevailing easy interest rates may 
lull management into a false sense of 
security, believing that bank loans are 
easy to carry, and that consequently, 
an overladen inventory situation or an 
extended credit condition does not re- 
quire so close control when on the 
other hand maintenance of sales volume 
does seem so important. 


This, however, is not true. An in- 
terest expense, no matter how small, is 
a burden; and the ability of the busi- 
ness to operate with a smaller inventory 
and a lower accounts receivable invest- 
ment means a reduced operating ex- 
pense and a better turnover of the cap- 
ital investment. 

Inventory control, accordingly, is an 
important problem to be watched. Any 
careful operation must have as close an 
estimate of sales as possible and with, 
of course, a careful budgeting of in- 
ventory requirements and purchases. 

With an apparent low level of com- 
modity prices, it may appear attractive 
to a company if it has ample cash, to 
speculate in inventories, assuming any 
tendency to improved business. Buy- 
ing ahead of requirements or in antici- 
pation of price increase is dangerous. 
It more often results in obsolescence of 
merchandise with markdown and losses, 
rather than opportunity to greater 
profits. 

Sound credit policy at this time will 
not include the taking of undue risks. 
Much better to lose doubtful business 
than to get it on the boks with result- 
ing high credit losses. Sales depart- 
ments must expect more vigorous 
scrutiny of dealer and customer credit, 
but again, a business must expect to be 
called upon, perhaps to carry some of 
its good accounts a little longer than 
usual, realizing that dealers face those 
same economic conditions as other 
businesses. But it does require careful 
watching of the affairs of the customer 
and knowledge of all his problems. 

In the picture of financial problems 
is the progress of inflation. The alter- 
nation of inflation scares with periods 
of indifference towards the subject is 
evidence that there is a general lack of 
knowledge of the time required for in- 
flation’s progress. | Unquestionably, 
most of the effects to be expected from 
the existing degree of inflation are yet 
to come. 


In both inventory and credit policies, 
inflation is an important factor, It 
means a rise in real estate and inven- 
tory values and raw material costs, and 
on the other hand, a depreciation of the 
value of accounts receivable. Of 
course, the ideal situation is the ready 
flexibility of a business so that with the 
advent of the critical stage of inflation, 
all receivables would have been col- 
lected and accounts converted into in- 
ventory for the benefits of rise in 
values. 

While that, of course, is an ideal, it 
is not to be expected that it can be ac- 
complished, or could be accomplished 
readily or easily even if it were possible 
for any business to operate with no in- 
vestment in receivables. 

Inflationary progress has been di- 
vided into three phases. The first has 
been labeled the early stage. It is 
characterized by a tendency for the 
effects which might be anticipated, to 
lag behind the degree of inflation de- 
veloped. 

The second phase, called the critical 
stage, is the period during which the 
rate of reaction to inflation turns 
sharply upward, evidenced in com- 
modity and equity prices. 

The third, designated the explosive 
stage, is the period during which 
speculation becomes virtually uncon- 
trollable or flight from the monetary 
unit is under way. 

Inflation has been in progress in the 
U. S. since 1934 and it is believed that 
we probably are still in the so-called 
early stage of the New Deal inflation. 
When we may reach the critical stage 
is not yet apparent and there appears 
no method of forecasting it with ac- 
curacy. That it will come, there seems 
not the slightest reason to doubt. 

When inflation is not of the per- 
fectly obvious printing press currency 
type, it is usually a credit inflation 
financed by means of the banking sys- 
tem. The ordinary business boom has 
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almost invariably included some de- 
gree of credit inflation. 

A government forced credit inflation 
is essentially the same in principle as 
a private credit inflation, but the gov- 
ernment is the borrower rather than 
the business man or speculator. By 
forcing its bonds on the banking sys- 
tem, the government obtains credits to 
the Treasury account, which are then 
passed into the channels of business by 
the process of writing checks to pay 
for government expenditures. 

When government deficits are so 
large that current savings cannot buy 
all the government bonds sold, it neces- 
sarily follows that the banking system 
monetizes these deficits by creating the 
credits to the Treasury’s checking ac- 
count. 

In the case of the German, French 
and U. S. Civil War inflations, we 
know that the bulk of the inflationary 
purchasing power forced into the chan- 
nels of business was the direct result 
of enormous government deficits. 

Whether or not the inflation now 
under way will continue until another 
devaluation or even complete repudia- 
tion becomes necessary is impossible to 
predict. Judging by the situation in 
France, it is possible for an inflation 
to be halted short of complete repudi- 
ation even after wholesale prices have 
arisen 800%. ‘The absence of a gov- 
ernment forced inflation is a circum- 
stance conducive to mere collapse of a 
speculation boom rather than the more 
serious outcome just described. How- 
ever, it was not the government which 
took the lead in halting the process in 


France, but a thoroughly aroused pub- 
lic opinion making known its views in 
a no-uncertain manner and that was 
whenHerriot was out and Poncaire in. 
July 21, 1926 France devalued to 4¢ 
from 19¢—repudiation avoided. 

Considering now specific operation 
problems of business, we find them fall- 
ing into two general classes, which we 
will call, ‘‘Non-controllable”’ and 
“Controllable.” 

Under the group of non-controllable 
expenses, rental in most cases, depre- 
ciation and taxes are the principal 
items. Of taxes in the variety of forms 
that they beset our business, only two 
can be greatly varied. Management 
plans should be made with the close 


advice of accountants and tax attorneys — 


to avoid stepping into any taxable sit- 
uations, from which withdrawal is dif- 
ficult. One of our heaviest tax bur- 
dens is found in the 1% Federal Social 
Security and 3% State Unemployment 
taxes. Remember that, for every dol- 
lar of payroll there is an additional 4 
percent tax that has become effective 
January 1, 1938, or conversely, realize 
that for every dollar that can be taken 
off payroll expenses, there is an addi- 
tional premium of 4 percent on this 
saving. ‘This tax puts a further pre- 
mium on payroll reduction. 
Controllable expenses in the specific 
operating problems of business must all 
be incurred thoughtfully and carefully, 
but budgeted vigorously. Starting with 
a careful estimate of sales, based on a 
vigorous but prudent selling attack, 
but made on a careful weighing of pos- 
sibilities of our market and economic 


Business management must “buck that line” of business 
problems early and often if it is to register a triumph. 








status, must first be the basis of our 
plan. The sales manager and oper- 
ating department managers will tell of 
the necessity for expenditures for ad- 
vertising, for dealer helps—packing 
and shipping—warehousing—for dis- 
play, for salesmen’s compensation, 
salesmen’s traveling expenses and ex- 
penses for the entertainment of buyers, 
the necessity for donations, for mem- 
berships in associations for prestige 
building, for the need of additional fix- 
tures or new labor saving equipment. 
All of these and other expense items 
should be scrutinized carefully. Re- 
member that nothing is too unimpor- 
tant to watch. Particularly is that true 
of labor saving methods, and there ex- 
penditures may justifiably be large. 

But remember, vigorous tramping on 
expense items is vital and that operat- 
ing expense ratio must fit into the sales 
income. Business should balance on 
the basis of a reasonably anticipated 
sales, and a situation should not de- 
velop expensewise that requires an in- 
creasing sales volume in order to bal- 
ance an operating position. The factor 
of customer resistance or inabality to 
buy must not be overlooked through 
“rose-colored glasses.” The inability 
of the consumer’s fagged and jaded 
financial body to respond to any more 
high pressure sales or advertising shots, 
and least of all, at a higher than here- 
tofore markup, means that the expense 
of getting more than a fair estimated 
volume, introduces the well-known law 
of diminishing’ returns. Forcing the 
sales volume at a cost out of balance 
with the additional profit to be at- 
tained therefrom, is bad management. 
So also, however, is falling short of a 
fair sales quota under the weak expla- 
nation of “business being bad.” Ac- 
cordingly, the sales organization must 
be brought to its greatest efficiency and 
maintained there. 

And this brings us to the biggest 
problem and the biggest opportunity 
that management has to face in this or 
any other year, and that is personnel. 

It is more than unfortunate that the 
national administration has planted and 
fostered in American business a class 
bitterness; that the employer has been 
pointed out as probably the worst 
enemy that an employee could have; 
and that outsiders have been vigorously 
encouraged to go into many peacefully 
operating companies to stir up trouble. 
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There is certainly no denying the 
fact that there were and are iniquities 
and in many cases, deplorable working 
conditions and hours, but it is far from 
true that all companies were or are as 
bad as many employees have been led 
to believe. 


Collective bargaining is the law of 
the land and while many increases in 
compensation rates are quite fair and 
wholly justified, likewise, in many cases 
payroll costs have been raised to pro- 
hibitive levels. If management is 
obliged to meet a situation in some op- 
erating department of a business and 
becomes faced with a payroll situation 
that even precludes a break-even oper- 
ation after regard for seasonal factors, 
its decision is pretty well made. 


At present there is too thin a mar- 
gin on which to operate—unless it can 
quickly bring to balance a non-profit- 
able operating department, it should be 
closed up or reduced to a minimum, 


The inability of business to have full 
confidence in our Washington govern- 
ment when we most need it, has made 
capital doubtful of assuming reasonable 
business risks. ‘There still prevails a 
fear of shifting policies—a hostile atti- 
tude towards business—insistence on 
discredited tax methods and other laws 
preventing earning and retaining of 
fair profits. The recent tax law how- 
ever is a big improvement, but further 
change is yet required. 


But much more than raising prices 
to customers or wrangling with Union 
representatives on wage scales and op- 
erating conditions is necessary. On the 
contrary, if that is the condition with 
which we have to contend, our only out 
is to provide a greater incentive to the 
fewer people that we can employ to get 
the utmost out of their efforts and this 
applies to salespeople in particular. 


We need not so much in the way of 
the highsounding term of sales manage- 
ment, but a much more practical man- 
agement of salesmen. Specific plans 
for their work, specific help in its doing 
and definite and attractive incentive for 
goals and outstanding performance; 
this is the intelligent way around the 
problem of divided loyalty and high 
Compensation costs that has attacked 
many businesses. 

Business organizations undoubtedly 
will be a long time overcoming some 
of the administration’s poisoning of 
employees’ minds and we cannot wait 





Mr. McCormack 


on the return of that hoped for day. 


But some good results come from all 
situations and from the one I have just 
described, management must of neces- 
sity be forced to know its people bet- 
ter, to recognize loyalty, to reward 
merit and achievement, to look for it 
and to develop it. 


In the choice of personnel, particular 
care should be exercised in selecting 
new people. All positions, particularly 
strategic jobs, should be filled on the 
basis of merit and ability. No other 
basis will contribute so much to the 
efficient operation of business, which is 
so necessary. Likewise, for those peo- 
ple who have outstanding ability, busi- 
ness can afford to pay even more than 
the so-called going rates of compensa- 
tion and its people will have the 
greater self-respect and value to their 
organization that comes of individual 
quality rather than regimented stand- 
ards that place all on the same plane. 

The influence of labor organizations 
and their bargaining capacity is wide- 
spread and increasing. It has been 
strengthened by law and has fluctuated 





Bad debts are a low percentage 
of the total business but interest 
paid out to carry slow accounts 
and collection procedure to induce 
payment are sizeable items of the 
overhead expenses.—Wichita Re- 
tail Credit Association. 








up and down by Presidential dicta. On 
the other hand, it is weakened at this 
time by an adverse economic situation. 
However, it exists and useless fighting 
and refusal on the part of management 
to cooperate is stupid and unfair. This 
does not at all mean that management 
should capitulate to unreasonable de- 
mands. 


Let’s come back again to the reasons 
why the stockholders have invested 
their capital—to why bankers lend 
their capital—and to why employees 
work for a company. All factors par- 
ticipate for profit, but remember that 
the consumer determines both the vol- 
ume of sales and the gross profit that 
he will permit the business to make. 
If the customer won’t pay the asking 
price, labor must concede in its com- 
pensation demands, for management at 
least can reduce payrolls and eliminate 
losing departments and must. Cer- 
tainly the inability of business to em- 
ploy bank loans automatically reduces 
bank rates and income. 


Accordingly, management in dealing 
with labor must get that point of view 
over. In a business where it is wrong 
or out of line or unfair in labor situa- 
tions, a-quick and cordial adjustment 
should be made. But where the man- 
agement is right, it certainly must in- 
sist on its necessary latitude. If grief 
is in the offing, it might just as well be 
faced early and definitely. A business 
cannot take staggering burdens in the 
hope of some negotiator’s kind heart 
alleviating that situation. It won't 
come by itself. Business enterprise may 
get that which is its share but it will 
have to fight for this with both head 
and backbone. 


When management has intelligent, 
constructive labor leaders with whom 
to work, it is lucky. Those men are 
just as shrewd on bargaining and just 
as sound on economics as management 
and they realize the necessity for main- 
tained payrolls, general employment 
and also the necessity for the company 
to make a profit. 


So much for the internal manage- 
ment problems of the business. Ex- 
ternal problems have to do with sound, 
constructive thinking on national prob- 
lems, namely: so-called planned econ- 
omy, the public debt, tax program and 
labor problems and legislation. To 
these are added elections and European 
war clouds. 
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It is worth the time of company 
managers to lend active support and 
participation to sound and influential 
associations, who are endeavoring to 
influence the national spending policy 
to the end of controlling public debt 
and the inflationary progress that has 
been described. It is likewise the 
problem and responsibility of manage- 
ment to press vigorously through asso- 
ciations and congressional representa- 
tives for tax reform and control. 

Surely, every effort of management 
and the influence of everyone who calls 
himself a good citizen, should be allied 


against the sort of political administra- 
tions—city, county and state—that per- 
mit the sort of “goings-on” that have 
characterized labor controversies. 
Again management must work for 
the vigorous revision of the Wagner 
Labor Act to reduce labor strife and 
return reasonable control of business 
to those that provide capital. 
Recognizing that we have to live 
with organized labor and collective 
bargaining, intelligent working with 
labor leaders is important. Business 
management should help to keep sound 
and constructive labor leaders in con- 


Fidelity bonds: 


vital link in a chain of protection 


by FRED J. BUTCHER, Asst. Secretary, Firemen’s Fund Indemnity Co. 


bookkeeper in an eastern bank 
wanted to get some extra money. 
He decided to take some se- 
curities from the bank and “beat the 
market.” Unfortunately the market 
beat him, and his first venture resulted 
in a loss of $6,000. But he had dis- 
covered that it was possible to take the 
securities entrusted to him and use 
them for his own ends, and so he played 
the game again and again until, when 
found out, he admitted that his total 
defalcations amounted to $173,000. 
A woman cashier in a restaurant in 
the middle west enjoyed the full con- 
fidence of her employers. Because she 
was so trusted she found it an easy 
matter to manipulate her books and 
bank accounts. Never in her life had 
she seen a horse race or a race track, 
yet she managed to sink an average of 
more than a $100 a week on betting 
for a period of over three years. 
Apparently these people did not im- 
press their employers as being dishon- 
est people—but they embezzled just the 
same. It goes without saying that if 
an employer suspected his employees he 
would dismiss them without delay. It 
should be just as evident that if a book- 
keeper, cashier or anyone entrusted 
with securities or money is honest and 
has nothing to conceal he will be more 


a few years ago a $2,000-a-year 
Vi 





than willing to answer the questions 
outlined on a fidelity bond question- 
naire. 

Much of the resistance to the sale 
of fidelity bonds arises from a wide- 
spread belief that an employee would 
be unable to get away with any great 
amount, because of a particular system 
of bookkeeping or regular audits. 

It is pretty safe to say that there is 
no bookkeeping system in the world 
that is absolutely proof against man- 
ipulation. This is no reflection on 
bookkeeping systems—the inadequacy 
of all systems lies in the human equa- 
tion; and when a man is sufficiently 
hard pressed he is liable to turn to the 
only source of supply that he has 
available—the funds over which he has 
temporary control. 

An employer may also pride him- 
self on being a good judge of human 
nature; he may believe that he knows 
how to pick people and to tell an hon- 
est man when he sees one. While there 
is plenty of evidence in the daily news- 
papers about the embezzlement of 
funds there is a vast majority of such 
cases that never get into print, as an 
employer will pocket his loss in silence 
rather than admit that he has erred 
in judgment. 

The strange thing about most em- 
bezzlements is that nearly all these 





trol of their organizations and like- 
wise to help build and substitute the 
same quality of leadership for the rad- 
ical and Communistically-dominated 
labor bodies that exist in some fields. 

If business management in its enter- 
prises is to survive it must return a 
profit to the stockholders or the capital 
investment will flee to some other field, 
or worse, become inactive. ‘Those re- 
sponsible for management must con- 
vince labor that its position is to share 
in, and not dominate, to gain its help- 
ful cooperation and participation, and 
no more, lacking which it must fight 
for its existence. 


people, when confronted with their 
crime, stated that they only “borrowed” 
the money, and that they had every in- 
tention of returning the amount at 
some time or other. This may be true, 
but after the ice of “borrowing” has 
once been broken it becomes necessary 
to repeat the offence to cover up the 
first shortage. In this way, once a 
man has stolen from his employer he 
finds it impossible to stop, and becomes 
hopelessly involved in the net he has 
spun for himself. 


Embezzlement is not confined to 
such things as money, checks or se- 
curities—in some cases great loss has 
been sustained through the stealing of 
manufactured goods, merchandise or 
raw material. 


Two hundred million dollars are lost 
annually by American business con- 
cerns through dishonest employees. 
Compare this figure with the fact that 
in 1936 property damage from fire 
amounted to $259,000,000. 


Can anyone doubt that fidelity bonds 
—protecting liquid assets—are as much 
needed by every employer of labor, 
large or small, as a fire policy—cover- 
ing fixed assets—is needed by any 
property owner? 


There is a fidelity bond to fit every 
conceivable situation. 


Sse 
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Marine insurance speeds 


export sales 


A tractor manufacturer in Peoria 
has an order from South America ; 

a wholesale grocer in Kansas City 

buys olives from Italy; a New 
England textile mill exports to Prague; 
a paper mill in New York state imports 
wood pulp from Norway—that’s inter- 
national trade. 

If the man in Peoria were to fol- 
low his tractors down to South Ameri- 
ca, or if the Norwegian broker were 
to ride herd on his tons of wood pulp 
to New York state to be sure they ar- 
rive safely and that they got their 
money it would be an impossible situa- 
tion. Yet, that is exactly what the 
old Roman, Carthagenian and Phoenic- 
ian importers and exporters had to do 
prior to the invention of marine insur- 
ance 700 years ago. 

Marine insurance is the oldest form 
of underwriting in the world. And it 
is the least understood. It antedates 
Lloyds’ Coffee House in London by 
400 years. 

Because it operates in channels that 
are not restricted to the same narrow 
lines that are found in most other lines 
of insurance, there is a belief that it 
holds mysteries so complicated as to be 
beyond grasp of the layman. Quite the 
contrary is the case. Because it is 
broad, and because it appears to deal 
with conditions that are speculative 
marine insurance has of necessity been 
made simple. The centuries have given 
it a background of experience which 
makes possible the foretelling of con- 
tingencies. It is as easy, if not actually 
easier, for a man to buy marine insur- 
ance as it is for him to buy a policy on 
his own life. 

It is entirely possible to take out in- 
dividual policies covering each import 
and export shipment, but it isn’t done 
that way in the ordinary course. Trad- 
ers arrange beforehand for coverage of 
their movements, and the premiums 


by GEORGE APPLEGREN 


they pay depend on the extent of the 
business they do. ‘These contracts are 
termed Open Policies, on which the 
assured issues certificates to cover indi- 
vidual risks and hazards. 

Marine insurance is of two kinds— 
Inland and Ocean. Inland applies to 
domestic and coastal movement of 
goods. Ocean is that which applies to 
international trade. It is the form 
with which we are concerned at the 
moment. It protects specifically against 
“perils of the sea’”—against fire, sink- 
ing, stranding and collision of the ves- 
sel. The purchaser may go beyond 
these limits when cases warrant. 

If one were suddenly to turn tech- 
nical and take to splitting hairs he 
would be compelled to state that marine 
insurance is not insurance in the strict 
sense. He would say it is a part of 
international law. The companies en- 
gaged in it are but a small part of the 
web that has been spun. International 
banks and bankers, steamship lines and 
their agents, adjusters and settling 
agents in every port and by-way in the 
world are joined with the companies 
to give the machine its power. A ma- 
rine insurance policy is negotiable 
paper, the same as if it were a bond 
or a bill of lading. 

It should be obvious that companies 
in the business must know about inter- 
national affairs, what local political 
cliques are doing behind the closed 
doors, war intrigue, and so on. A rate 
to one country may be 10 cents and the 
rate on the same commodity to another 
may be 75 cents though the mileages 
are equal. It depends on past experi- 
ence and dealings and local conditions. 
They must know, too, as to the hazards 
to which all manner of goods and mer- 
chandise are exposed. There is a limit 


in each case to how far they can go. 

The man who engages in interna- 
tional trade for the first time must bear 
one thing in mind. Whether or not 
his own particular goods have a loss 
he may be liable to the shipping line 
and the other shippers whose goods 
make up the cargo for his proportionate 
share of their losses. He is a party to 
“General Average”, which means “‘sac- 
rifice for all concerned.” ‘This is de- 
creed by international law and settling 
agents have the authority to sell his 
goods if necessary to satisfy his share 
of this average. 

General Average must not be con- 
fused as a policy form. Essentially, 
there are but two printed forms, known 
technically as “Particular Average” 
and “Free of Particular Average.” 

A picture of how these forms apply 
in practice is drawn from the recent 
experience of three middle western ex- 
port concerns. An Indiana firm re- 
ceived an order for saws to India, a 
Chicago pharmaceutical house received 
an order from a customer in South 
Africa, and a refinery shipped oil in 
drums to the Canary Islands. All three 
shipments went forward on the same 
steamer. The saws were insured for 
Particular Average, the drugs “Free of 
Particular Average, and there was no 
insurance on the oil. A few days out 
the vessel encountered heavy weather 
and the captain ordered jettisoning, or 
throwing overboard the oil to stem the 
heavy seas and prevent waves from 
breaking over the ship. Had he not 
taken this action there was possibility 
that the entire venture might have been 
lost. At sea the captain’s word is law, 
and his acts are not to be disputed. 
When the steamer reached port it de- 
veloped that the saws had suffered from 
sea water to the extent of 50 per cent 
and damage to the drugs was appraised 
at 25 per cent. 
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Under the Particular Average cover- 
age form of policy the Indiana saw 
manufacturer was protected against 
perils of the sea. His insurance com- 
pany paid the claim for 50 per cent 
damage. It also paid his proportionate 
share on the loss of the oil under Gen- 
eral Average. 


The drug firm had insurance on its 
pharmaceutical supplies under the Free 
of Particular Average form, which 
meant that the insurance company was 
excused from payment of partial loss 
except where the ship stranded, burned, 
sunk or was in collision. The shipper, 
then, bore his own loss, and the com- 
pany paid his General Average sacrifice. 


The oil, it is recalled, carried no in- 
surance. That shipper was out of 
pocket for his share of the General 
Average loss of his goods and he was 
reimbursed the amounts contributed by 
the others. 


Unless instructions are made in ad- 
vance to the contrary, goods in interna- 
tional trade are insured in ordinary 
course of transit and are protected from 
warehouse to warehouse. It gives cov- 
erage over whatever form and forms of 
transportation, handling, etc., is neces- 
sary in moving the shipment to its final 
destination. There are supplemental 
forms that give coverage to meet situa- 
tions. A shipper just the other day 
asked insurance on a bill of his goods 
that were in a warehouse in Asia Minor 
till such time as the consignee would 
have sufficient funds to take delivery. 
His policy became ineffective when the 
goods were placed in the warehouse on 
his order—they were out of transit. 


The form on which marine insurance 
is written permits complete and full 
coverage. ‘The certificate requires a 
statement of the value of the goods as 
shown by the amount on the invoice, 
plus cost of insurance, plus trans- 
portation cost (or guaranteed freight 
charges), and plus 10 per cent 
which is considered to be a normal 
profit. The marine contract is a valued 
form, on which the company does not 
attempt to replace the merchandise. If 
the correct amounts are declared, claims 
are paid in full. If correct amounts are 
not declared, meaning that if the ship- 
ment is uninsured, then any loss that 
may arise is reckoned the same as with 


any other type of insurance. 


It is pro 
rated. 


Last February Ist marked a red 
letter day in marine insurance history. 





A liberal flow of goods from one country to 
another is the means by which nations can 
prosper and peace be maintained in the world. 


On that day underwriters throughout 
the world agreed between themselves 
to modify the coverage against war. As 
this coverage stands now, shipments are 
covered for the time they are water- 
borne only. This does not apply to 
trans-shipments, however. 

Question as to whether the shipper 
or the consignee should take out the in- 
surance has always been debated. The 
interest is a selfish one, and it should 
be the policy that each sees that he is 
protected through the Open Policy con- 
tract. In any marine shipment there is 
a risk. Often the consignee will not 
know that a shipment is on the way till 
he is notified by the customs officers. 
He may not know it then as the cus- 
toms may draw a draft on his bank for 


the duty, which will give him first 
knowledge of the fact when the goods 
are actually in his place of business. 

As to companies, it is a known fact 
that American companies are perhaps 
better equipped than are most foreign 
companies to handle claims. Besides, 
through dealing with his local agent or 
broker the trader in international goods 
holds the feeling that someone with a 
personal interest in his welfare is look- 
ing out for his side. Under the Open 
Policy form of contract, importers and 
exporters are assured that their move- 
ments are fully covered. They may buy 
or sell with freedom from thought that 
the other fellow’s negligence may be re- 
sponsible for a claim they cannot af- 
ford to bear. 
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A New Book Every Credit Executive Will Need at Once as 
a Guide in This Important Part of His Work 


The Bankruptcy Law 
of 1933 


(Chandler Act) 








A Comparative Analysis prepared for the 
National Association of Credit Men 


by 
Jacob I. Weinstein, of the Philadelphia Bar 


Member of the Bankruptcy Committee of the Commercial Law League 
of America, Member of the National Bankrupicy 
Conference and of the Drafting Committee. 


The author of this important new book has had a considerable part in 
the actual framing of the Chandler Act and has been in close touch with 
this legislation since it was first introduced in Congress. ... Mr. Wein- 
stein has been at work on the text for this new book for months so as to 
be able to rush it to the printer as soon as the Chandler Act was passed.**** 


This new book covers every phase of the bankruptcy law—shows how to 
handle claims—how to protect your interests—all about the new rights 
you have under Chapter X (which takes the place of 77-b). Mr. Wein- 
stein’s book indicates and explains all changes made by this new law. 


st 


7 A Complete Text of the Chandler Act is also included in 
; this New Book, making it a complete manual for handling 
ct Bankruptcy cases. It is written in laymen’s language and 
Ds completely indexed. 
rn 
S, 
i. To Be Sure You Get a Copy of This Book Clip Coupon Today 
EEE ee ee a eo ae ”" 
a 
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: tionof ThisNew | I want a copy of the new book THE BANKRUPTCY | 
; : ACT OF 1938. I enclose check for $2.50, the special 

B . ’ Pp 
ws ae Eee vee | price to N.A.C.M. members. (Price to others than N.A.C.M. ; 
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ARTHUR H. WINAKOR, 
Bureau of Institutional Re- 
search, University of. IIli- 
nois, Urbana, IIl., analyzes 


Less than twenty years ago the 
field of financial statement analysis 

Wu began to evolve scientific practices 

and procedures; the current ratio, 
or the relationship between the 
current assets and current liabil- 
ities, was given a great deal of 
prominence and weight. It was the 
first ratio carefully developed and an- 
alyzed. The granting or withholding 
of credit was not infrequently predi- 
cated upon the favorable or unfavor- 
able showing of this ratio. 

As other ratios were developed, to- 
gether with their significance in analy- 
sis, and, as other techniques and 
methods were established, the current 
ratio assumed a less dominating role. 
It was still regarded as the prime ratio, 
but it had to be supported by a num- 
ber of other auxiliary and coordinate 
measures. 

Among the auxiliary ratios that assist 
in bringing out the full implications 
of the relationship of current assets to 
current liabilities are such measures as 
the composition of the current assets 
and the current liabilities, the turnover 
of receivables and inventories, and the 
measurement of net working capital, or 
the excess of current assets over cur- 
rent liabilities. 

Among the coordinate measures we 
find such ratios as net worth to debt, 
net worth to fixed assets, current assets 
to total debt, and many others that tell 
che credit man what the general finan- 
cial condition is in addition to the nar- 
row story told by the current ratio 
alone. We have found that the fixed 
debts, fixed assets, and many other fac- 
tors, may materially influence the sta- 
bility of a firm even though it has a 
favorable current condition. 

For a number of years, however, an 
increasing amount of discredit has 
been heaped on the orthodox current 
assets to current liabilities analysis. 
The general tone of these criticisms is 
to the effect that the current ratio is 
inadequate, that it is even misleading, 





Liquidity and velocity 


and that there are ‘other measures as 
good or better that may be employed. 

There is much justification for these 
attitudes. There are too many analyses 
that are restricted in scope, with too 
great reliance on a limited perspective 
of the credit prospect. Too many 
credit men place an excessive weight 
on the showing of a few ratios. For 
these reasons, as well as others, the 
current ratio has been receiving less 
attention; other ratios are supplement- 
ing it or occasionally superseding it. 
Some of the newer measures of credit 
conditions are the liquidity index, the 
acid test, and the application of funds 
statement. 

In many cases criticisms of the cur- 
rent ratio are predicated upon a fail- 
ure to understand the relationship of 
this ratio to others. One of the fre- 
quently overlooked factors is the inti- 
mate and inverse relationship between 
liquidity and velocity of circulation. A 
fuller knowledge of this relationship 
provides a background aiding materi- 
ally in the understanding of the limi- 
tations and usefulness of the current 
ratio. In addition it gives it a fuller 
meaning and significance than is ordi- 
narily provided. 

An adequate understanding of the 
liquidity-velocity axis takes the credit 
man back one step to an appraisal of 
changes in general business conditions, 
and to changes in the business of the 
credit appplicant. As business expands, 
there is generally a rapid increase in 
debts, so that the current asset to cur- 
rent debt ratio declines. 

For a simple example, let us assume 
that a concern starts with $200,000 of 
current assets and $50,000 of current 
liabilities, or a four to one current 
ratio. With the seasonal or cyclical 
expansion of business, the company 
may increase its inventories by $50,000, 
borrowing from trade creditors, or the 
banks for the funds. Its current assets 
now total $250,000, and its current 
liabilities amount to $100,000 for a 


current ratio of 2.5 to 1. 

Under normal circumstances an en- 
terprise should not expand its opera- 
tions and increase its debt, as in the 
above example, unless it has orders or 
prospective orders for enough addi- 
tional business to justify the expansion. 
Consequently, if the above company 
turned its gross working capital four 
times a year before expansion, it should 
do at least the same after. As a matter 
of fact, it should do better. During 
the usual seasonal or cyclical expan- 
sion of business, the volume of business 
should expand more rapidly than the 
assets or working capital. 

With the expansion of business 
there is usually an increase in credit, 
either that provided by the banks, or 
by one company granting credit to 
another. As trade and manufacturing 
expands, volume will increase more 
rapidly than working capital for sev- 
eral reasons. As volume _ increases, 
credit turns over more rapidly; debts 
are incurred and quickly paid off. Vol- 
ume of production, sales, and collec- 
tions all expand. 

The result is that a healthy business 
finds that its ratio of Sales to Current 
Assets or Sales to Working Capital 
increases at the very time that its cur- 
rent ratio is declining. Not only will 
the current ratio fall because of ex- 
panded borrowing, but the liquidity of 
the current assets will most likely de- 
cline because of increases in inventories 
and receivables without a commen- 
surate increase in cash. 

When conditions are changed and 
seasonal or cyclical contraction begins, 
these factors reverse themselves. Vol- 
ume of business declines more rapidly 
than the credit upon which it is partly 
based. Collections become slow and 
dificult. Thus the Sales to Current 
Assets or the Sales to Working Cap- 
ital ratios will decline, since sales will 
shrink faster than current assets or 
working capital. The next step is the 
repayment of current debts. As the 
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as factors in credit analysis 


trade credits or bank loans are repaid, 
the current ratio rises and appears 
more favorable in the face of declining 
business. Gradually, as the inventories 
are reduced, the liquidity of the cur- 
rent assets improves. Thus with 
slackening business we find declining 
velocity of circulation of capital 
counter-balanced by improved liquidity 
and higher current ratios. 

A very clear example of this rela- 
tionship has been provided by the data 
just published in “Signs of the Times” 
by Roy A. Foulke. A very small seg- 
ment of these data is given below for 
manufacturers of men’s and _ boy’s 
clothing, taken from pages 26 and 27 
of this study. 


Current Turnover of 
Assets to Net Working 
Year Number of Curent Capital 
Concerns Debt Ratio Ratio 
1932. 167 5.59 4.49 
1933 238 4.24 4.93 
1934 252 3.55 5.06 
1935 259 2.87 5.49 
1936 280 2.83 5.80 


These figures show very clearly that 
during the cycle of business improve- 
ment the current assets to current debt 
ratio declined, apparently an unfavor- 
able situation reflecting declining liquid- 
ity. In 1932 current assets were 5.59 
times current debt; by 1936 they were 
but 2.83 times current debt. On the 
other hand the turnover of working 
capital increased during the same years, 
showing a greater velocity of circula- 
tion of funds through the working cap- 
ital. In 1932 business volume was 
4.49 times net working capital. As 
volume increased the turnover mounted 
to 5.8 times the net working capital 
in 1936. 

By which of these factors should the 
credit man be guided—by liquidity or 
by velocity of circulation? Frequently 
we hear of the great liquidity of the 
banks; of the liquidity of business. 
When a bank or business has little de- 


mand for its services or goods, condi- 


. tions are not normal or healthy. The 


highly liquid business with a stagnant 
circulation of capital or volume of busi- 
ness is not healthy. Extreme liquidity 
is attained at the expense of proper vol- 
ume of business and circulation of 
working capital. 

Frequently a reasonably low current 
ratio and not too high liquidity of cur- 
rent assets when accompanied by a 
rapid circulation of capital because of 
jobs flowing through the plants and 
accounts of a business, will prove a far 
better credit risk than the opposite sit- 
uation. 

The satisfactory borrower must 
present a proper balance between the 
liquidity of his current assets and the 
volume or circulation of his assets and 
working capital. If he leans too far 
in either direction there will be an un- 
healthy situation. Too great liquidity 
means idle funds, lack of demand, and 
sluggish circulation or low velocity of 
capital turnover. 

A business of this type may be 
likened to a massive tractor with tre- 
mendous power but too cumbersome to 


travel comfortably and quickly. On 
the other hand a low liquidity accom- 
panied by rapid circulation of capital 
may make a business appear like a 
racing car with great speed but in- 
effective braking power. Either ex- 
treme is undesirable. The sound 
credit risk must have an adequate bal- 
ance of brakes and power, or of vel- 
ocity of working capital circulation 
and of liquidity. 

Just what constitutes a satisfactory 
balance will depend on many factors, 
but most important of all is the gen- 
eral business condition and the direc- 
tion in which business is moving. Like 
most other ratios, adequate standards 
must be determined by judgments 
based on analyses of data for the com- 
pany of industry. Perhaps the most 
important point, however, is to examine 
these factors together, and appraise 
them in relation to one another, keep- 
ing in mind their intimate, but inverse, 
relationship to one another. If this is 
properly done the time-worn current 
assets to current liabilities ratio will 
assume a fuller significance in credit 
analysis. 


Hours and wages laws 


In 1937, two States—Pennsylvania 
and North Carolina—enacted compre- 
hensive laws regulating the hours of 
labor of men in private employment. 
Prior to that time, there had been little 
legislation of general applicability ex- 
cept in the case of certain unhealthy or 
hazardous trades. The Pennsylvania 
law places the limitations at 44 hours 
per week, 8 hours a day, and 5% days 
per week. It does not apply to agri- 
cultural labor, domestic servants, or 
persons in higher-paid executive or pro- 
fessional work. The North Carolina 
law limits the hours of labor of men 
to 10 per day and 55 per week. There 
are, however, a number of exceptions 
and the law does not apply to an em- 


ployer of 8 or fewer employees. 

Great expansion in legislation setting 
standards of minimum wages and max- 
imum hours for women and minors has 
taken place since the Supreme Court 
upheld the constitutionality of the 
minimum wage act of Washington. 
Acts which had been in abeyance were 
revived and a number of new acts were 
passed. At the end of 1937, there were 
minimum wage acts in 22 states, the 
District of Columbia, and Puerto Rico. 
Typical of the minimum-wage orders 
issued in 1937 was one fixing a mini- 
mum of $17 per week for women in 
Washington, D. C., retail stores and a 
Massachusetts minimum of $14.40 per 
week for women in the candy industry. 
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Answers to 15 questions on 


D.C. business privilege tax 


The following questions are the ones that occur most frequently in inquiries 

received by the Washington Service Bureau of the National Association of 

lv Credit Men about the D. C. business privilege tax. The answers to these 

questions come from an authoritative source and should prove helpful to 
firms whose products are sold in the District of Columbia. 


(1) We receive business from the Dis- 
trict as a result of our mail and adver- 
tising campaigns. We have no District 
office and no representative calling in 
the District but we do use the tele- 
phone, mail and telegraph in connec- 
tion with our District business. 

Are we subject to the license and tax 
requirements? 

A. Not unless you make deliveries 
into the District in your own equipment 
or on C. O. D. orders. 

(2) Some of our shipments to the Dis- 
trict are made f.o.b. Chicago—in others 
we retain title to the goods until de- 
livery is made in the District by mail, 
express or freight. We do not have a 
District office and no sales representa- 
tive calls in the District. 

Does the point of “where title passes” 
affect our liability to this tax? 

A. The Corporation Counsel has 
ruled that liability to the tax arises in 
such cases only where delivery is made 
in the equipment of the seller or on 
C.O.D. orders. 

(3) We have a “service man” operat- 
ing in the District. 

Do his “service activities” necessitate 
a license and make us liable to the tax? 

A. If the representative is purely a 

service man and solicits no orders or 
engages in no commercial activity other 
than the performance of service activi- 
ties, no license is required and there is 
no liability for the payment of tax. 
(4) Our D.C. “service man”, without 
solicitation, receives orders for replace- 
ment parts etc., and occasionally for 
new units, which he forwards to us. 
Does this make us liable to the tax and 
license? 

A. It is thought that the orders for 
replacement parts etc. or new units re- 
sult directly from a commercial activity 


in the District, and therefore, a license 
would be required and the gross re- 
ceipts derived from such orders should 
be reported and the tax paid thereon. 
(5) We have been advised that com- 
panies doing interstate business are not 
subject to this tax. 

Is this correct? 

A. Section 1(e) of Title VI, as 
amended by the Act of May 16, 1938, 
provides that the term “business” shall 
include the carrying on or exercising for 
gain or economic benefit, either direct, 
or indirect, any trade, business, profes- 
sion, vocation or commercial activity in 
any commerce whatsoever in the Dis- 
trict. In Section 18 provision is made 
for the proper apportionment and allo- 
cation of gross receipts with respect to 
sources within and without the District. 
(6) What is meant by “doing busi- 
ness” in the District? 

A. Definition of business as stated 
in the answer to Question (5) is very 
comprehensive and includes any com- 
mercial activity in the District of Co- 
lumbia. Although the term “commer- 
cial activity” has not been defined by 
the courts, it is thought that it includes 
any activity in the District of a com- 
mercial nature. 

(7) Without personal solicitation we 
sell to wholesalers in the District—they 
sell our products through their sales- 
men to retailers in the District. 

Are we liable for the tax? 

A. If there is no solicitation or de- 
livery within the District in the delivery 
equipment of the seller or on C.O.D. 
orders, there would appear to be no 
liability to obtain the license or pay the 
tax. It is immaterial whether sales are 
made to wholesalers, retailers or others, 
the sole question being whether or not 


there has been any commercial activity 
in the District. 


(8) We have a salesman call in the 
District once or twice a year. In our 
line the salesman seldom receives an 
order. Our orders may not come to 
us until months after our salesman calls. 
Must we apply for a license and are 
we liable to the tax? 


A. If the salesman solicits orders it 
is necessary to obtain a license. How- 
ever, if no orders are obtained as the 
direct result of such solicitation there 
is no business upon which the tax might 
be measured. 


(9) Our business in the District is 
done by mail, telephone, etc. A com- 
pany representative occasionally makes 
a “good will” or “courtesy call” in the 
District, which while not a “business 
solicitation”, might conceivably bring 
us some additional business. 

Do these “courtesy calls” render us 
liable to the tax and license provisions? 


A. If the representative solicits no 
orders or engages in no other commer- 
cial activity it is not necessary to ob- 
tain a license or pay any tax. If the 
representative does solicit or engage in 
any other commercial activity it is of 
course necessary to obtain a license, and 
if business is obtained as a direct result 
of such solicitation the gross receipts 
derived from such business should be 
reported and the tax paid thereon. 
(10) Our sales representatives sell D. 
C. jobbers and the jobbers in turn sell 
our products to D. C. retailers. 

Does this not constitute a triple tax on 
our products and must we all pay it? 


A. Title VI imposes a tax for the 
privilege of engaging in business in the 
District of Columbia. The tax is not 
upon sales but the receipts derived from 
sales are used merely as a measurement 
of the tax. The fact that receipts from 
the resale of the same article may be 
used by different persons as a measure- 
ment of the tax due is not objectionable. 





CREDIT and FINANCIAL MANAGEMENT ..... 26 


. - - « SEPTEMBER, 1938 











(11) Our business in the District is 
done with the Government as a result 
of successful bids made from our St. 
Louis office. 

Are we liable to the tax on this Govern- 
ment business ? 

A. Not unless some service or other 
commercial activity is performed in the 
District. 

(12) In connection with our bids on 
Government purchases, our company 
representative calls on Government 
Agencies in the District to check speci- 
fications, explain and demonstrate our 
equipment, etc. We prepare and sub- 
mit bids from our Cleveland head- 
quarters. 

Does this representative’s activities re- 
quire a license and must we pay the tax 
on this Government business? 

A. The Corporation Counsel has 
ruled that the submission of bids by a 
firm having no office or place of busi- 
ness in the District to the Governments 
of the United States or the District of 
Columbia is not a commercial activity. 
Since business may not be obtained from 
the Government by solicitation, the ac- 
tivities of the representatives referred to 
are in the nature of missionary work 
and no license is required to engage in 
such activities, and since no receipts re- 


sult from such activities,.no tax is pay- 
able. 

(13) We maintain a D. C. office to 
handle details in connection with our 
business with the Government. ‘This 
office has continuous personal contact 
with Government Agencies in connec- 
tion with our bids, makes a follow-up 
on all business and performs service 
functions and similar activities. 

Does the maintenance of this office 
render us liable to the tax on this Gov- 
ernment business 

(a) when shipments are made into the 
District ? 

(b) when shipments are made through- 
out the United States and abroad? 

A. (to both (a) and (b)). If bids 
are prepared and submitted by the Dis- 
trict of Columbia office it would appear 
that there has been some commercial 
activity in the District and that the re- 
ceipts therefrom representing that part 
of the business done in the District of 


Columbia are subject to the provisions 
of Title VI. If, however, bids are pre- 
pared without the District of Colum- 
bia and the local office merely delivers 
the bid to the Government Department 
and performs services similar to those 
referred to in Question (12) and no 
deliveries are made within the District 
in the delivery equipment of the seller, 
no license is required to engage in such 
activity and no report of gross receipts 
is required, 
(14) A Commission Agent in Wash- 
ington represents us in connection with 
Government business. His functions 
cover both service and sales promotion 
activities. 
Are we liable for the tax 
(a) if our District Agent takes orders 
for us under a general contract awarded 
by the Government? 
(b) if the orders are sent direct to us 
by the Government? 

A. (to both (a) and (b)). Same as 


answer to Question (13). 


These questions and answers are, necessarily, general in character. The 
Washington Service Bureau of the National Association of Credit Men will 
try to answer any specific questions that our readers may have on this tax and 
will supply, upon request, license application blanks, tax regulations and report 
forms. Inquiries may also be directed to the Administrator, Business Privilege 
‘Tax, District Building, Washington, D. C. 


A “fountain of knowledge” concerning government-business relations is the Washington 
Service Bureau of the N. A. C. M. which prepared this article on the much-discussed D. C. tax. 
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This Chaneeser Saved 


ON ITS COMPENSATION INSURANCE COSTS 


Through Lumbermens 








@ At the beginning of 1934 a large Massachusetts corporation 
placed its Workmen’s Compensation insurance with this company. 
Although its past accident experience had not been satisfactory 
Lumbermens safety engineers after analyzing the causes of the 
company’s previous accidents saw an opportunity to prevent the 
recurrence of many of these mishaps and to effect substantial 
savings for the company. 

The initial rate of $9.09 which this terminal paid in 1934 has 
been reduced until in 1937 it amounted to $4.66. The $10,915 
which it has saved as a result of the reductions in its initial insurance 
rate, coupled with dividends of $4,995, represents a total reduction 
in cost for the four years of 39.3%. 


The Lumbermens Method 


In hundreds of firms throughout the 
country safety-minded employers 
are effecting substantial reductions 
in insurance costs through the ap- 
plication of Lumbermens accident 
prevention methods. Would a Lum- 
bermens survey of the physical 
hazards in your plant disclose ways 
of avoiding future accidents? Would 


past accidents reveal opportunities 
to eliminate pain and _ suffering 
among your employees and reduce 
your overhead costs? 

Write today for more complete in- 
formation about Lumbermens and 
a copy of the interesting and full- 
of-facts brochure entitled: ‘‘“How 10 
Corporations Reduced Production 
Losses by $133,099.” 


LUMBERMENS MUTUAL 
CASUALTY COMPANY 


JAMES S. KEMPER, President 


MUTUAL INSURANCE BUILDING, CHICAGO, U. S. A. 
Save with Safety in the “‘ World’s Greatest Automobile Mutual” 


an analysis of the causes of your 


“F931 





Latin-American 


export credits 


The Export-Import Bank again is 
initiating a drive to assist American 
lu exporters in efforts to expand trade 

with Latin America, .an editorial 
in the New York “Journal of Com- 
merce” points out. Large credits for 
financing exports have been opened to 
meet intensified European competition, 
according to reports. In view of the 
huge export surplus piled up by this 
country in the past six months, how- 
ever, hopes should not be raised that a 
policy of freer credit extension alone 
can bring about a substantial increase 
in exports to that region. Achieve- 
ment of this goal must be accomplished 
by larger imports from such nations, 
the editorial declares. 





During the first half of the current 
year exports to all countries have ex- 
ceeded imports by $631,000,000. The 
huge export surplus has been accounted 
for largely by the drastic curtailment 
of imports since exports have increased 
only 12 per cent over last year’s com- 
parative total. Our imports from 
Latin America for the first half of last 
year exceeded exports by $85,000,000, 
laying the basis for the expansion in 
exports that occurred subsequently. 
Now, the situation is reversed. Our 
trade with Latin America shows an ex- 
port surplus of around $45,000,000. 
Naturally, this situation restricts the 
purchasing power of those nations to 
whom we export and ultimately threat- 
ens to curtail our exports. Such is the 
case in many Latin-American countries, 
according to the editorial. 


Argentina, for example, this year has 
an import excess of 35,000,000 pesos 
for the first six months, as contrasted 
with a surplus of exports equaling 740,- 
000,000 pesos in the corresponding 
period last year. The major reason for 
this reversal in trade balance is trade 
with this country. Our exports to 
Argentina have risen 25 per cent, while 
our imports have fallen 78 per cent. 
Great Britain and Germany, on the 
contrary, have sold slightly less to the 
republic and yet their imports from 
Argentina have been much better sus- 
tained. 


The expanding volume of American 
exports to Argentina has occurred de- 
spite a discriminatory exchange rate 
which increased the cost of American 


* 
1938: Credit Interchange Year 
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Credit where 
credit is due 


The material entitled “Getting the 
Cash” which appeared in our 
August issue on page 14, and 
which we reprinted from the “Serv- 
ice Bulletin” of the Grand Rapids 
Association of Credit Men, we have 
learned since its publication, should 
have been credited to Mr. David 
Turtledove, Collection Manager of 
the Portland Association of Credit 
Men. 

And just in case you didn’t get 
around to reading it, this gives us 
an opportunity to call your attention 
to a practical item concerning col- 
lection problems. 





goods by 20 per cent during the first 
few months of the year. This levy was 
not vindictive and was removed several 
weeks ago. Instead, the Argentine 
Government now is trying to limit im- 
ports to semi-luxuries by not granting 
exchange freely. Such action is taken 
reluctantly but motivated by necessity, 
a-cording to Argentine authorities. In 
such a situation, extension of export 
credits by this country would appear 
of doubtful value. 

In the case of such countries as Bra- 
zil and Cuba, however, export credits 
may assist American exporters. Both 
these nations export considerably more 
to the United States than they import 
from us. Moreover, Brazil has greatly 
increased the proportion of her German 
imports during the past year or more 
owing to barter arrangements. Ac- 
cordingly, export credits may assist 
American exporters to regain markets, 
particularly since German-Brazil rela- 
tions have been disturbed recently. 

Aside from such special situations as 
that existing in Brazil, American ex- 
porters cannot hope to increase the vol- 
ume of sales to most Latin-American 
countries by freer extension of credit 
through the Export-Import Bank. 
This country must expand its imports 
to more *nearly normal levels before a 
mere granting of credit facilities can 
be expected to improve export volumes 
generally, 


Losses principally come from lost 
interest on accounts carried too 
long rather than on accounts 
charged off as uncollectible-——The 
Credit Bureau of Dayton, Ohio. 










A Specialist in 
getting YOUR money's worth 


HE successful insurance agent is a 


























specialist, with years of experience an- 
alyzing special problems and risks like 
your own. 

He draws on this knowledge when, as 
your insurance purchasing agent, he buys 
for you the most eflicient coverage at 
the minimum cost. And he draws again 
upon experience when claims occur and 
he acts as your representative. 


His business is built on getting you 
your Money's worth, in protection and 
prompt payment. 

Insurance that minimizes the agent’s 
function may lessen your protection, your 
service. Insurance is dollar protection. 
There are no cut-rate dollars for sale. 


Why not let an experienced agent or 
broker take a look at your business from 
an insurance point of view? Like a check- 
up by your family doctor, it can do no 


harm—may save your business life. 


NATIONAL SURETY CORPORATION 


VINCENT CULLEN, President 
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Quality.... 


For which, it is said, there is no substitute. 
Northwestern Mutual has ever made quality, protection and service 
paramount. 


Its quality selection of risks is evidenced in a most practical way by 
substantial dividend returns directly to policyholders. 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 


Incorporated 1901 


Property owners may secure the address of their nearest agent by writing to the 
Head Office: Northwestern Mutual Insurance Building, Seattle, Washington. 





Are sales taxes fair to the public? 


States. In 1929 they existed only 

in Georgia and West Virginia. 

But today nearly half the people 
in this country pay such taxes when 
they buy at retail, according to a study 
by The Twentieth Century Fund. 

Sometimes the customers know they 
are paying sales taxes; sometimes they 
do not. Sometimes the taxes are open- 
ly stated; sometimes they are hidden. 

Are these new taxes in the public 
interest ? 

The Twentieth Century Fund’s 
Special Committee on Taxation finds 
that the advantages of sales taxes are 
chiefly these three: 

1. They can produce for state gov- 
ernments a large amount of 
money on short notice. In some 
cases, therefore, they may help 
states to maintain a greater fin- 
ancial independence from the 
federal government. In a few 
states they supply more than one- 
third of the total revenue of the 
state government. 

2. They produce a flow of revenue 
which varies somewhat’ with 
changes in business activity, but 
which none the less is compara- 
tively steady. 

3. They produce “a moderate de- 
gree of tax consciousness.” When 
the taxes are not hidden, the 
payer is aware of his share of 
the burden of government ex- 
penditures. 


Sales taxes are new in the United 
¥) 


But, the Committee says, “to be 
acceptable as a permanent part of the 
tax system, sales taxes ought to have 
certain other virtues that they con- 
spicuously lack.” These missing fea- 
tures are summarized as follows: 

1. Sales taxes do not easily take ac- 
count of the taxpayers’ abilities 
to pay—except in the rough fash- 
ion that the more a person spends 
the more he pays. But poor peo- 
ple spend more of their incomes 
than rich people of theirs. There- 
fore, the sales tax takes a larger 
percentage of the poor man’s in- 
come than of the rich man’s, since 
it is levied at a flat, not a pro- 
gressive, scale. Moreover, the 
sales tax cannot easily take ac- 
count of the difference between 
persons who spend the same 
amount. For example, one man 
may be spending relief money, 
another, his own wages. One 
man may have heavy family obli- 
gations; another, none. One may 
draw all his income from invest- 
ments; another, all from salary. 
The sales tax can’t differentiate. 

2. Sales taxes have no overwhelm- 
ing advantage in ease of admin- 
istration. On the contrary, their 
cost of administration is fairly 
high — often between two per 
cent and four per cent of reve- 
nue. The cost would have to be 
still higher if evasion were to be 
practically “eliminated among all 





A credit 
to ‘‘Credit’’ 
Sirs: 

We wish to thank you for a cony 
of the July issue of “Credit and 
Financial Management,” in which 
appeared the article “Social Secur- 
ity and our Credit System,” by Pro- 
fessor L. A. Cusack of Creighton 
University in Omaha. This is a 
very scholarly article and a credit 
to any publication. 

Very truly yours, 
EMMETT H. DUNAWAY, 
Manager, Field Office 
Social Security Board 
Omaha, Nebraska 








the smaller retailers. 

3. Much of the sales tax must often 
be borne by merchants who can- 
not shift it to consumers. For 
the small merchants, under heavy 
financial pressure, this may be 
an unfair and unbearable burden. 

Balancing the advantages against 

the disadvantages, the Taxation Com- 
mittee of the Twentieth Century Fund 
finds the shortcomings of the sales tax 
greatly predominating, and for the rea- 
sons stated above “Recommends that 
sales taxes be repealed, except in those 
states where pressing fiscal needs make 
such a step absolutely impracticable.” 


~ 
The 1937 rice crop exceeds that of 
last year by 2,500,000 barrels.—‘‘Na- 


tional Grocers Bulletin.” 
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Auto installment 


sales experience 


The experience of installment 
finance companies handling auto- 
mobile paper has been consider- 
ably different during the current 
depression from the record established 
during the 1930-1933 period, a recent 
editorial in the New York “Journal 
of Commerce” points out. 

Statistics gathered by the National 
Association of Sales Finance Com- 
panies, it states, showed that 4.2 per 
cent of all cars sold on the installment 
plan, used and new, were reposessed in 
1929, the record automobile year. In 
the following year, the first of the de- 
pression, repossessions were 5.4 per cent 
of new and used car installment sales. 
Only in 1931 was there a sharp jump 
in repossessions to 8.5 per cent of such 
sales, while in 1933, with the coming of 
recovery, the percentage dropped to 
5.7 per cent. 

Between 1933 and the beginning of 
1937, in fact, repossessions varied from 
2.2 to 2.9 per cent of new car sales 
sold on time, and 7.2 to 10.7 per cent 
of used cars sold in that way. 

In 1937, however, the first year of 
the current depression, repossessions 
jumped to 9.4 per cent of total install- 
ment automobile sales, the highest re- 
corded since such statistics were gath- 
ered except for 1932. Whereas, dur- 
ing the last depression, repossessions 
crossed 10 per cent of installment sales 
only in the third year of deteriorating 
economic conditions, the first year of 
the decline in business in the current 
recession witnessed an increase in total 
repossessions almost to the 10 per cent 
level. (Continued on page 33) 


Gold is not always 
in the form of ingots. 
When you need it most 
you may find it in an 
insurance contract. 


SINCE 1859 


WAL. RIAA 


a 
Fire € Marine /njurance @mpany 
PROVIDENCE. RL. 
Cash Capital, - Sp mee em eee et 
b Surplus to Policyholders, $5,434,071.36 
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Bob's Business is Still Sound 


—because ““one man” gave a word of advice... 


CasuaLty in Bob’s office one day he said—“Bob, you 
have to carry securities in your safe. You should have 
Burglary coverage.” Bob replied: ‘“We have a fine mod- 
ern vault—but maybe—” 


Later this man had the opportunity to return to Bob 
the value of a block of securities which safe-crackers 
had taken. He handed him a U. S. F. & G. check. Bob’s 
financial statement shows a prosperous balance—a bal- 
ance which would have been decidedly less except for a 
friendly word. 


That word was from one of the 9,000 U. S. F. & G. 
agents. He has contact with coverage problems in prac- 
tically every variety of business. A U. S. F. & G. agent will 
gladly consult with you, without obligation of course, re- 
garding the coverage problems of any applicant for credit 
with your organization—or with the applicant, himself, 
if you prefer. Your local phone book will give you the 
name of the local U. S. F. & G. agent whose duty it is to 
serve you in amy way, on any matter of fidelity, casualty 
or surety coverage. : 


**Consult your Agent or Broker as you would your Doctor or Lawyer’’ 


US4SG. 


UNITED STATES FIDELITY AND GUARANTY COMPANY 
with which is affiliated 
FIDELITY & GUARANTY FIRE CORPORATION 
HOME OFFICES: BALTIMORE 
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‘This month's collectors: 


Submitted for the approval of our readers 
by George Wilmer, Credit Manager 
William Cooper & Nephews, Inc., Chicago, Ill. 


Gentlemen: 


NO BEATING AROUND THE BUSH. 

It’s not our job to concoct excuses for you, giving this or that as perhaps the reason for 
not having paid our bill. We’re not playing a guessing game. You know the answers, we don’t. 

If you feel our account is wrong, we know you will tell us why you think it is, and if it 


is right, you'll send your check. Very truly yours, 


Your account consists of: 


Terms: 2% ten days, 30 days net. 








1937 ; 
11/30 4008 2-50 gal. drums Saponified Cresol ................ $65.00 
12/15 Se ee I Ev divcivincivnvicvsvecccceesee 16.50 
aes ida ee inivaneaheeenee es 12.50 
$94.00 
Gentlemen: 


ARE YOU AN EXCEPTION? No, we don’t believe you are. 

It’s perfectly natural for anyone to want others to speak well of them. 

When others inquire about the way you take care of your account, nothing would please 
us more than to honestly speak a good word for you. 


Send us your check for the amount due and give us a chance. 


Very truly yours, 











lection letters which I have used 

on several occasions recently,” Mr. 

Wilmer writes in submitting his 

letters. “Inasmuch as they seem to 

have the desired effect, I am sending 
them on to you. 

“T have tried them on some accounts 


= “Attached find two copies of col- 
u 


that were several months old, and again 
on some that were only a little past 
due, and so far as my experience is 
concerned they seem to bring in the 
cash.” 

A great deal of collection letter writ- 
ing, however, can be obviated if proper 
care is taken in analysis of credit re- 


sponsibility. The most fundamental, 
up-to-date method ever devised for 
knowing just how worthy your credit 
applicant is as a risk has achieved fore- 
most standing among credit executives 
because it is based on the current rec- 
ord: The Credit Interchange System 
of the N.A.C.M. 
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Auto 
\ installments 


( Continued from page 31) 


One explanation, says the “Journal 


of Commerce,” is found in the fact that 


so many car buyers had reserves that 
they could draw upon during the early 
part of the last depression to meet in- 
stallment payments due, even when 
current earning power became cur- 
tailed. ‘This was true to a lesser de- 
gree during the current depression. 
More important, however, was the 
larger percentage of cars, particularly 
used cars, sold on the installment plan. 
In 1929, a total of 1,656,000 used 
cars were sold in this way. In 1937, 
the number was 2,453,000. 

It has been reported that the experi- 
ence of finance companies and automo- 
bile dealers has improved this year. 
Should prospects of a material im- 
provement in business materialize, it 
is probable that 1938 will witness a 
decline in the percentage of reposses- 
sions to installment sales, contrary to 


the 1930-1933 experience. 


Estate tax 
administration 


The cost of administering state in- 
heritance and estate taxes was higher 
in Mississippi in the fiscal year ending 
in 1935 than in any other state in the 
country for which figures on this cost 
are available. According to a volume 
“Studies in Current Tax Problems,” 
recently published by the Twentieth 
Century Fund, Mississippi spent 15.5 
per cent of the revenue from its death 
duties for administration of the tax. 
The national average cost in 1935 of 
collecting state inheritance and estate 
taxes was 0.9 per cent of the revenue 
derived from them. 


Which? If after the loss 


you could have your 
choice of the best in- 


s ’ ) 





Dock and Mill Foundation, Yonkers, N. Y. 


© Undinsshed 


Busmess 


The foundation contractor has a big job -- a vitally important 
one. Yet others carry on his “unfinished business.”’ 


The astute Credit Executive lays the foundation for a firm 
credit structure by using good judgment, carefully appraising 
credits, reviewing all statements, records, Interchange Reports 
available up to the time that goods are shipped. But how are 
credits to be protected ‘‘from then on’’? 


American Credit Insurance 


picks up the Credit Executive’s responsibility where it neces- 
sarily leaves off. It completes the building of credit security by 
reimbursing policyholders when customers default. When sales 
are made under the terms of the policy you are fully protected. 


‘‘American’”’ policies are written on all classes of debtors. 
Insolvencies and ‘‘77-B’’ cases are covered. Delinquencies are 
liquidated. Ask for further information. 


American Credit Indemnity Co. 
OF NEW YORK J. F. McFADDEN, President 





al, Surance or the cheap- Chamber of Commerce Bldg., St. Louis, Mo. 

1 est - which would you Offices in all principal cities of United States and Canada 
i ener seer nnn enn n enn nn 

ot oe GET THIS FREE BOOK... . . 

ec- 1 Be Sen eee. “The Best Collection Letter I Ever Used” 


em 


INSURANCE COMPANY 
OF HARTFORD, CONNECTICUT 
Cash Capital, $6,000,000.00 
Surplus to Policyholders, $44,807,872.44 


Facsimiles of thirty vital, resultful letters contributed by Manufacturers and 
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Fire 
losses 


The best way to indicate the trend 
of fire losses in the United States 
in recent years is to give the total 
fire loss figures for the three most 
recent five-year periods, Percy Bugbee, 
Assistant Managing Director of the 
National Fire Protection Association 
said recently in “The New York 
Journal of Commerce.” For the years 
1922-1926, inclusive, the total fire loss 
amounted to $2,716,000,000. The 
losses during the following five-year 
period from 1927-1931, inclusive, were 
$2,351,000,000. The losses for the 
five-year period from 1932-1936, in- 
clusive, were $1,490,000,000. 

As the loss estimates for 1937 indi- 
cate that the loss of that year was less 
than in 1936, the picture given by the 
figures noted above is not materially 
changed. It is interesting to discuss 
some of the factors responsible for this 
amazing reduction in fire loss in the 
few years, Mr. Bugbee continues. 

Because of the very heavy losses of 
the period from 1922-1926, the Na- 


tional Fire Protection Association un- 


dertook a campaign on a large scale 
basis to see if the municipalities of the 
country could not be brought to realize 
the needless and disastrous waste of life 
and property from fire. Studies were 
made of the fire loss situation in a large 
group of cities that had had unfavor- 
able fire records and as a result of these 
studies it was decided to call upon the 
industrial leaders of the country to 
underwrite a persistent and comprehen- 
sive campaign for municipal fire waste 
control. 


The success of this campaign placed 
the field service program of the Na- 
tional Fire Protection Association on a 
permanent basis and for the past dozen 
years competent fire protection engi- 
neers have been visiting regularly all 
of the important cities in the United 
States to organize local fire prevention 
work and to investigate and report on 
the factors responsible for the fire loss 
record in any community. 


Over ten thousand visits to approxi- 
mately 350 cities of the United States 
and Canada have been made by the 
field engineering service during this 
period. This steady and intelligent at- 
tack upon the fire losses of our cities 
must necessarily have had an important 
effect in the substantial reductions in 
losses that the country has experienced. 


Probably the most important result 
that has been secured from this cam- 
paign has been the gradual change-over 
of fire departments from water-throw- 
ing agencies to fire prevention agencies. 
Today it is the generally accepted prac- 
tice of fire departments everywhere to 
make day in and day out efforts to pre- 
vent fire as well as to fight fires that 
occur. In all of the large cities of the 
country may be found fire prevention 
inspection divisions in the fire depart- 
ments, made up of competent inspectors 
whose duty it is to supervise inspections 
by the regular firemen of all mercantile 
and industrial properties throughout 
the city and to make special inspections 
of special fire hazards as they arise. 


‘This change of attitude of fire de- 
partments toward their work and this 
tremendously increased amount of day 
to day inspections for fire hazards is 
perhaps the most important single factor 
in effecting the substantial reduction in 
losses. As the hazards of manufactur- 
ing and mercantile properties have been 
gradually eliminated through such in- 
spection work, it is but natural that the 
trend of losses has changed from this 
type of property to the dwellings. 


The latest development in fire pre- 
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vention work has been the establish- 
ment of a procedure for the regular in- 
spection of common fire hazards in 
dwellings. Quite a large number of 
fire departments now carry on. this 
service as a matter of course. Through 
it, they have brought about tremendous 
reductions in dwelling fires. While it 
is not as a rule legally possible to force 
the inspection of anyone’s dwelling, it 
can be accomplished by persuasion. 
Few people will resent or resist the in- 
spection of their home for fire hazards 
when the fire department makes it 
plain that their interest is in saving 
lives and property. 


Another important development in 
fire control which has been of recent 
origin is the tremendous increase in the 
amount of training given to firemen in 
their profession. Within the last four 
or five years training schools for fire- 
men have sprung up in all parts of the 
country. During 1937 well over 
50,000 firemen were given instruction 
in operations and technique of fire 
fighting in these training schools. 
Many of these men represented small 
departments which necessarily do not 
have the facilities and equipment for a 
permanent training school of their 
own. The larger cities are helping 
their smaller neighbors and the drill 
towers and drillmasters of the larger 
fire departments are being used as cen- 
ters for training to which the sur- 
rounding small town fire departments 
may come. The effect of this wide- 
spread training makes for better effi- 
ciency and also brings about that pride 
in the fire fighting profession which is 
so important in this hazardous and not 
too well paid field of activity. 


Another important factor in the re- 
duction of fire losses has been the 
country-wide recognition of the need 
for curbing the criminal who deliber- 
ately sets fire for gain. Indications are 
that incendiary fires reached a new low 
level during the past year. 


One favorable effect of the pro- 
longed business depression of recent 
years has been the wholesale removal 
of old and dilapidated buildings in 
many of our cities because of the desire 
to get rid of paying unnecessary taxes. 
In many cases the land was more val- 
uable for parking than with the old 
building upon it. Everyone is familiar 
with those new open spaces scattered 
through all of the larger cities but may 
not have recognized that the removal 
of the old structure is a positive benefit 
to the community from the fire stand- 
point. 
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Q’s. and A’s. about 
Extra Expense insurance 
QO. What is Extra Expense Insur- 


ance? 

A. Suppose a business block to have 
been destroyed or severely damaged by 
fire. Extra Expense insurance, as the 
name implies, will provide for the extra 
expenses of operating the business while 
the premises it normally occupies are 
being repaired or restored. 

Q. Does Extra Expense insurance 
cover loss of earnings resulting from 
reduction of business income? 

A. No. Such loss can be covered only 
through the medium of Use and Oc- 
cupancy insurance. 

Q. Name a few businesses or insti- 
tutions that need Extra Expense insur- 
ance? 

A. Newspaper publishers, _ banks, 
electric light and power companies, or- 
phanages, poor houses, old people’s 
homes. 

QO. Why is Use and Occupancy in- 
surance frequently inadequate to take 
care of the full needs of newspaper and 
similar businesses? 

A. Because the amount of extra ex- 
pense to continue operation of the as- 
sured’s business frequently exceeds the 
possible recovery under the “expense to 
reduce loss” coverage of the Use and 
Occupancy policy. This is especiaily 
so when the assured’s earnings are not 
large and the U. and O. value is con- 
sequently low.—‘‘Fire Insurance.” 


Strikes 


There have been industrial disputes 
since the beginning of our national his- 
tory. The causes of these early dis- 
putes and the tactics pursued by the 
strikers and the employers bear close 
similarity to those existing today. The 
first quarter of the nineteenth century 
saw the introduction by the workers of 
the walking delegate, strike benefits, 
the use of the general strike when an 
individual strike proved ineffective, 
picketing, social ostracism and some- 
times physical violence toward “scabs,” 
and the use of the militia and the 
ceurts by the employers and public 
authorities. The number of strikes 
has not consistently increased with the 
growth of our industrial population, 
only a few more strikes occurring in 
the 1920’s than in the 1880’s. While 
the trend of strikes tends to follow the 
business cycle, there has been less strike 
activity in some years of prosperity 
than in depression years. 


FIRE ASSOCIATION 
OF PHILADELPHIA 


(Established 1817) 


presents 
to 


The Manufacturer 
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The Credit Manager 


a new and simplified worksheet for the develop- 
ment of Use and Occupancy insurance values 
together with an explanation in laymen’s language 
of the purpose and operation of this vital form of 
protection. 


Copies may be obtained from the National 
Association of Credit Men, or your local Associa- 
tion. 





Inquiries regarding Use and Occupancy insur- 
ance directed to this office are welcome, and will 
receive prompt and, if desired, personal attention. 


Insurance protecting physical values is essential; 


INSURANCE OF BUSINESS EARNINGS IS VITAL. 
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Visible books 


A new line of visible books has been 


introduced by Yawman and Erbe 
Mfg. Co., Rochester, N. Y., we note 
in “The Office.” The books have been 
reduced in weight through the use of 
ber card holders, aluminum trays and 
basswood frames. The tray and back 
of the books are of aluminum alloy, 
encased in a basswood frame with a 
heavy weight fabrikoid cover. Book 
hinges are reinforced with heavy can- 
vas strips on both the inside and out- 
side of the hinge. A new card holder 
or fiber stick is used into which cards 
may be easily inserted or removed. The 
books have been made for 8” x 5” and 
6” x 4” cards. Each holder is designed 
to accommodate two cards with a pro- 
vision for quarter inch visibility and 
offsetting cards to the right. 


New cabinet 
for Dictaphone 


The new Dictaphone “Progress” 
cabinet has been introduced by the 
Dictaphone Sales Corp., 420 Lexing- 
ton Ave., New York City, “The Of- 
fice” reports. Featuring an auto- 
matic dictation folder, this new cabi- 





net contains a special built-in compart- 
ment for dictated material. As each 
folder of dictated material is removed 
the next folder automatically drops 





into place. The new cabinet also con- 
tains a compartment which holds eight 
Dictaphone cylinders. It has been de- 
signed as a moderately priced unit. 


Anti-price discrimination and 


sales below cost in Oregon 


An analysis of the Oregon “Anti- 

= Price Discrimination Act” has 

Wu been prepared by Layton and Boy- 

rie, Attorneys at Law in Portland, 

Oregon. Wm. B. Layton of this firm 

is the National Association of Credit 
Men’s Legislative Counsel. 

The analysis, besides the complete 
text of the act, presents various aspects 
of the anti-discrimination provisions as 
well as the sales below cost provisions. 
The Oregon act went into effect on 
May 21, 1938, and the booklet stresses 
that it should not be confused with 
the “Fair Trade Act” which applies 
only to goods bearing a trade mark or 
trade name. 

The Oregon “Anti-Price Discrim- 
ination Act” in legislating against dis- 
crimination in intra-state commerce 
follows substantially the Federal Rob- 
inson-Patman Act. 





Approximately 20 states have now 
adopted similar acts and the booklet 
points out that although the Oregon 
act is called an “Anti-Price Discrim- 
ination Act’’ nevertheless “a large part 
of the act deals with the subject of 
sales below cost which is not related 
to the question of price discrimination, 
except in its supposed effect upon com- 
petition and monopoly. Some states 
have only anti-price discrimination 
provisions, others have only sales below 
cost provisions. 

“The acts in the different states are 
aimed at the same practices and similar 
in general outline but differ widely in 
their particular provisions. In fact, 
every statute shows some local touches 
due to the pet ideas of particular 
groups or persons. All reflect some 
compromises necessary in the particular 
state to insure passage of the act there.” 


How fixed are “fixed” charges? 


that in the conduct of any business 

there are certain minimum, ines- 

capable, unavoidable expenses 
loosely termed fixed charges. The most 
prominent of these is rent, or the 
equivalent thereof incurred for pro- 
viding premises or facilities for opera- 
tions. But many of the so-called 
“fixed” charges are not really fixed; 
they have variable elements in them 
which change with fluctuations in the 
volume of business, it is pointed out 
by Hartford Chapter, N. A. C. A. 


in “Connecticut Industry.” 


The classification of some types of 
expense hinges upon executive decision, 
as management from time to time may 
modify its views with respect to their 
responsibilities and obligations. Cer- 
tain other expenses are superimposed 
by reason of trade policy, expediency 
or contracts such as with labor unions. 


n: is quite generally recognized 
uu 


CREDIT and FINANCIAL MANAGEMENT ..... 36 


Perhaps a reasonably broad defini- 
tion of a fixed charge is, that it is that 
part of cost which has no relation to 
volume. Fixed charges should not be 
construed to include only items relat- 
ing to physical assets. Some others 
are just as real and certain, such as 


Scars come as the result of 
wounds. Business wounds, 
the result of fire, windstorm, 
or explosion, leave no scars 
when insurance is properly 
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salaries. A going concern cannot dis- 
pense with its manager or superinten- 
dent. The brains, experience and in- 
telligence of certain key men must be 
retained regardless of production or 
lack of it, unless liquidation is to ensue. 

To what extent depreciation is a 
fixed or variable expense in any plant 
is clearly a matter of fact to be de- 
termined by analysis and consultation 
between the accounting and production 
departments. The chief contributory 
factors of depreciation, using the term 
in a broad sense, are wear and tear, de- 
cay, inadequacy and obsolescence. It is 
obvious that buildings would be sus- 
ceptible to practically all these factors; 
but the amount of wear and tear on 
machinery and equipment, ordinarily, 
has a definite relationship to the num- 
ber of days, hours or shifts the plant 
may be operating. 

Fixed expenses are charged into costs 
by being distributed to departmental 
or production center overhead and thus 
absorbed with other allocated burden, 
to the cost of goods produced. Such 
absorption is usually made on the basis 
of normal production and operations 
in order not to distort the price basis if 
sub- or abnormal conditions prevail. 

There are many methods of apply- 
ing overhead. A percentage of direct 
labor cost is simplest and easiest to 
operate. ‘The severest criticism of this 
method is that it is based on cost rather 
than time, and overhead bears more of 
a relationship to time consumed than to 
labor cost. 

The direct labor hours method, how- 
ever, is based upon time which is the 
chief reason for its accuracy. It is 
simple to use, but is inaccurate where 
machine and bench work are _ per- 
formed in the same department. How- 
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ever, where a factory is properly de- 
partmentalized, this condition should 


not exist. An even more satisfactory 
plan is to apply the overhead on stand- 
ard hours where definite time standards 
have been established for each job. 
The machine hour method is some- 
times used. All overhead expenses are 
charged directly to the machine and 
divided by the hours of machine opera- 
tion to arrive at the overhead rate per 
machine hours. Use of the machine 
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hour rate does not mean that a separate 
rate is calculated for each machine as 
similar machines may be grouped and 
a machine hour rate secured which may 
be used for each machine in the group. 

There are other methods of applying 
overhead but those described are the 
most common. No one method can be 
considered as best for all industries and 
it is frequently desirable to use more 
than one method in different depart- 
ments of the same plant. 
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MOTOR CARRIERS—PRIVATE 
CONTRACT CARRIER AS DIS- 
TINGUISHED FROM A COM- 
MON CARRIER. Ace High 
Dresses, Inc. v. J. C. Trucking Co., 
Inc., Connecticut Supreme Court of 
Errors, April 21, 1937. 

The J. C. Trucking Co., Inc., was 
authorized to do a general trucking 
business for the public generally, but 
as a matter of fact confined its opera- 
tions to the transportation of dresses 
between Connecticut and New York 
under contracts with particular dress- 
making establishments. It lost through 
robbery, while in its possession, a truck 
load of dresses belonging to the plain- 
tiff. The plaintiff sought to hold it 
liable as a common carrier, under the 
rule that a common carrier is liable 
for the loss of goods entrusted to it, not 
caused by the act of God or the public 
enemy. 

But the court held that the corpora- 
tion: was a contract carrier and not a 
common carrier; that there was an ab- 
sence of a showing that it had held it- 
self out to the public as a carrier, ready 
to engage in the transportation of goods 
generally, or that it held itself out as 
willing to carry dresses for all who 
might apply for transportation, or 
without first entering into a contract 
for such carriage. 


The controlling factor is the public 
undertaking, either express or implied 
from a course of business, to carry for 
hire the goods of all persons who may 
apply for such carriage. The funda- 
mental distinction is that the private 
carrier enters into a contract with each 
of his customers and assumes no obli- 
gation to carry for any other, while 
the common carrier undertakes to carry 
for all persons indifferently. The fact 
that the corporation was authorized to 
do a general trucking business for the 
public is not of importance since the 
test is not what it was empowered to 
do, but what it was actually engaged 
in doing. 


LABOR — NATIONAL LABOR 
RELATIONS ACT — CONSTI- 
TUTIONALITY AS APPLIED 
TO EMPLOYEES IN 4A MEN’S 
CLOTHING FACTORY. Na- 
tional Labor Relations Board v. 
Friedman-Harry Marks Clothing 
Company, Inc. United States Su- 
preme Court, April 12, 1937. 

The National Labor Relations 
Board required the respondent, Fried- 
man-Harry Marks Clothing Company, 
Inc., to cease and desist from discharg- 
ing any of its employees, or otherwise 
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discriminating in regard to the condi- 
tions of their employment for the rea- 
son that they joined or assisted the 
Amalgamated Clothing Workers of 
America, etc. 


The Circuit Court of Appeals re- 
fused to enforce the order, but the Su- 
preme Court reversed the Circuit Court 
and held that the objections to the con- 
struction and validity of the National 
Labor Relations Act in this case were 
without merit. 


The Board found that the respond- 
ent was a Virginia corporation with its 
plant at Richmond where it engaged 
in the purchase of raw materials and 
the manufacture, sale and distribution 
of men’s clothing. 99% of its princi- 
pal materials, i.e., wool and worsted 
goods came from states other than Vir- 
ginia. Of the garments manufactured 
by the respondent, 82% were pur- 
chased by customers outside the state, 
mainly by department stores and men’s 
clothing stores in the larger cities 
throughout the country. The respond- 
ent maintains a sales office and show 
room in New York through which 
about 20% of the total sales are made. 
The Board also found that the men’s 
clothing industry is an industry which 
is nearly entirely dependent in its op- 
erations upon purchases and sales in in- 
terstate commerce and upon interstate 
transportation. It also found that the 
Amalgamated Clothing Workers of 
America is a labor organization com- 
posed of over 125,000 people employed 
in the industry and that the period be- 
fore the recognition of the union was 
marked by long and bitter strikes; that 
now the Amalgamated has collective 
agreements with manufactureres em- 
ploying the greater number of clothing 
workers in the United States which 
have brought peace to that part of the 
industry. ‘The Board found that in 
the summer of 1935, employees of the 
respondent had formed a local union 
and that the respondent’s management 
at once indicated hostility to it and de- 
clared that it would not permit its em- 
ployees to join the union. 


The Board concluded that the dis- 
charges in question were because of 
membership in the union and activities 
in connection with it. The Supreme 
Court held that the findings of the 
Board both as to the nature of the re- 
spondent’s business and the circum- 
stances of the discharge of its em- 
ployees, was supported by the evidence 
and that for the reasons stated in its 
opinion, in National Labor Relations 


Board v. Jones & Laughlin Steel Cor- 
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poration, the objections raised by the 
respondent to the construction and val- 
idity of the National Labor Relations 
Act were without merit. 


Public contract 
bill vetoed 
The much discussed bill, H.R.146, to 


require contractors on public building 
projects to name their subcontractors, 
material men and supply men and to 
utilize the persons and companies so 
named, which was passed by both 
House and Senate during the recent 
session of Congress, was vetoed by 
President Roosevelt. 

In a veto message, which appeared in 
the July fifth issue of the Congressional 
Record, the President stated that, while 
he recognized the evils of “bid-shop- 
ping” and favored any provision which 
would promote the prompt payment of 
the obligations of contractors for labor 
and materials, he did not believe that 
the bill would accomplish those objects 
but that it would merely create a mul- 
titude of administrative difficulties. 

The message further expressed the 
belief that the enactment of the bill 
would greatly hamper the administra- 
tion of the new public building and 
Public Works programs under way. 
The opinion was also expressed that the 
legislation would inevitably increase the 
cost of government construction. 


Retail Co-ops 


There were approximately 3,600 re- 
tail cooperative associations, with some 
677,000 members, in the United States 
at the end of 1936. The total business 
of these associations in 1936 amounted 
to about $182,685,000. These esti- 
mates are based on reports received by 
the Bureau in the course of its general 
survey of cooperatives. Nearly $5,- 
000,000 was returned in patronage re- 
funds on the business done in 1936 by 
the associations reporting to the Bureau 
on this point. The cooperative grocery 
or general store was still the most com- 
mon form of distributive association, 
but associations handling petroleum 
products had increased considerably in 
number. The store associations were 
found to be handling a wide variety of 
commodities, in some cases being able 
to supply their members with practi- 
cally everything needed for the house- 
hold or farm. 
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Fire Prevention is 
Credit Protection 


Before the fire, know the conditions of your fire insurance contract 
as they affect you and your credit risks. 


In that connection, North British & Mercantile Insurance Company 
is distributing a widely used reference booklet on ‘The Standard 
Fire Insurance Policy,’’ by Julian Lucas, President of Davis Dorland 
& Co., and eminent authority on the subject. 


Anyone interested in insurance and credit protection will find this 
booklet informative. Send in the coupon below for your free copy. 


NORTH BRITISH & MERCANTILE INSURANCE CO., Ltd. 
150 William Street, New York, N. Y. (Dept. CM2) 
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Please send me withoutobligation a copy of Julian Lucas’ booklet ‘The Standard | 
Fire Insurance Policy of the State of New York.” | 

| 





Capital Stock Bb +<.060048sbseeenthbnnsseaoutens ici iinn dwwhiiead 
Fire Insurance Company 


ig ll ESE ADT fe 


When writing to advertisers please mention Credit © Financial Management 


39 


























Diamond Head and the harbor ai Honolulu In 
til 
ing 
As 
an 
Re 

, 2 Yo 
a ee Lr AWa L L an 
to! 
fig 
de 
you get the same experienced, prompt inspec- 
tion service that you receive from any of the _ 
eighty Branch Offices on the mainland. Our C 
office at 110 South King Street, Honolulu, is N 
r 

equipped and manned to meet any inspection 
need. : 
S 
In addition, arrangement with foreign correspon- F 
dents enables us to provide service in practically 
all parts ot the civilized world. 
C 
For inspection work anywhere— , 


SPECIFY 
HOOPER-HOLMES 
REPORTS 


THE HOOPER-HOLMES BUREAU, 


When writing to advertisers please mention Credit © Financial Management 
40 





“)NEWS ABOUT CREDIT MATTERS 


A Section Devoted to Association Affairs 


SEPTEMBER, 1938 | 





Forms Close on 
20th of Month Before Issue 


Save on Losses 
With Interchange 





N.Y.C. Fraud 
Group Name 
W. G. Betsch 


Appointment of William G. 
Betsch of William Iselin & Co., 
Inc., as Chairman of the Tex- 
tile Fraud Prevention Prosecut- 
ing Committee of the National 
Association of Credit Men was 
announced yesterday by John L. 
Redmond, President of the New 
York Credit Men’s Association 
and Vice-President of Cromp- 
ton-Richmond Co., New York. 

Active for many years in the 
fight to curb and eliminate the 
depredations of the commercial 
racketeer, Mr. Betsch succeeds 
Konrad F. Braun of Commer- 
cial Factors Corporation who 
has served as Chairman of the 
Committee for several years. 
Mr. Braun will continue as a 
member of the Committee. 

As Vice-Chairman of the 
group, Mr. Redmond announced 
the appointment of James A. 
Stack, Stern & Stern Textile Im- 
porters, Inc., who as a former 
Chairman of the Committee has 
many years of experience in this 
activity. H. J. Delaney of Mein-- 
hard-Greeff & Co., Inc., has also 
consented to accept a vice-chair- 
manship. 

The Textile Fraud Prevention 
Prosecuting Committee devotes 
its entire time and effort to su- 
pervising the fight against com- 
mercial fraud which is conduct- 
ed through the operations of the 
Fraud Prevention Department 
of the National Association of 
Credit Men. This Department 
has during the past twelve years 
accounted for the conviction of 
1640 commercial criminals. For 
estates it has recovered approxi- 
mately two million dollars. 





Wisconsin ‘'U”’ to 
Give Study Course 


Milwaukee—The Milwaukee 
Association of Credit Men in 
cooperation with the University 
of Wisconsin extension division 
is contemplating an extended 
four semester program of study 
which will provide National 
Institute of Credit awards to 
those in attendance. The pres- 
ent plan contemplates starting 
the course late in September. 





Hardware Age Editor Praises 
Activities of Our Association 


Saunders Norvell, editor of 
“Hardware Age”, in the June 
16th issue said some very com- 
plimentary things about the Na- 
tional Association of Credit 
Men. We pass them along as 
we feel sure every member will 
be pleased to know what such 
a high authority thinks about 
our organization: 

“There is one organization in 
the United States for which I 
have the greatest respect. I 
have watched the development 
of this organization from a 
small beginning a number of 
years ago, up to the present 
time. I have never attended 
one of its meetings. I do not 
know any of their officers. I 
have never exchanged letters 
with any of them. But when- 
ever in the papers I see a re- 
port of the National Association 
of Credit Men, I always read 
it with interest, and I have sel- 
dom failed to gather informa- 
tion of value. This organiza- 
tion is constantly growing in 
strength and usefulness. Its 
president and other officials are 
often called upon by important 
bodies to make addresses, and 
also to give their opinions on 
business conditions. 

“From what I read published 
by the National Association of 


Credit Institute 
at Ohio State U 


Columbus.—Credit executives 
of Ohio and Eastern Pennsyl- 
vania will gather at Ohio State 
University on October 7th and 
8th for a two-day Credit In- 
stitute. Members of the Retail 
Credit Men’s Associations in 
Ohio will join in these sessions. 

Henry H. Heimann, Execu- 
tive Manager of the National 
Association, will be the dinner 
speaker at the close of the In- 
stitute. Honorable Paul y 
King, Referee in Bankruptcy, of 
Detroit, will talk on the Chand- 
ler Act. Other speakers will be 
Hugh Wells, Secretary-Mana- 
ger of the Cleveland Association 
of Credit Men. 
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Credit Men, these credit men 
actually seem to have developed 
into leaders. Several of the 
credit men I know, just by repu- 
tation, I am sure have a more 
profound appreciation of the 
conditions surrounding their 
business than some of the heads 
of those businesses.” 


Mr. Norvell stated in his edi- 
torial that his remarks about 
the National Association of 
Credit Men were occasioned by 
recent discussions on the impor- 
tant subject of credit and col- 
lections, which “today requires 
just as much thought in fact 
probably more thought than 
selling.” 

“I have always made the 
statement that the right kind of 
credit department, a department 
that understands the art of mak- 
ing collections without creating 
ill will, is an important part of 
the sales department. Of course 
there are all kinds of credit 
men. I have known certain 
credit men who had the art and 
the ability to collect money, even 
from slow accounts, and still 
hold the customers. Of course 
most of this work is done by 
letter, and this takes a past 
master at the art of letter writ- 
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Some Putter Is 
Sec. Ken Pfeil 


Pittsburgh—Credit men who 
think they are golfers will be 
interested in the record hung up 
by Ken Pfeil, secretary of the 
Wheeling Association, in a re- 
cent golf tournament held by 
the Credit Men’s Association of 
Western Pennsylvania over the 
Wildwood course. Ken brought 
in a score of 83 which was the 
low gross of the tournament. 
His score card shows that he 
had but 27 putts for the 18 
holes which is 9 strokes under 
par for this important part of a 
golf game. Tom Robertson, of 
the Pittsburgh and Fairmont 
Coal Company, won the cham- 
pionship with a score of 86. 





Fielden to 
Promote 
Membership 


Membership during the sum- 
mer months, the usual “off sea- 
son,” has had a comparatively 
satisfactory showing. While 
there has been a slight loss, it 
is so nominal that it will not 
represent much effort to offset it 
when the Fall campaigns begin. 

To reach the quota set by 

President Dan Bosschart, name- 
ly a net gain of 1500 members 
during the Association year, 
over 40% of our Associations 
already have begun preparation 
for their through-the-year pro- 
gram of Association selling. The 
careful preparation of prospect 
lists, selection of capable per- 
sonnel for the committees, the 
circularization of prospects is in 
progress at many points. 
' The National Association 
again this year is furnishing 
free mailings of the National 
magazine and Executive Man- 
ager’s Monthly Letter, and can 
supply other valuable promo- 
tional material. It is expected 
that the National sales represen- 
tatives will work in collabora- 
tion with at least half of the 
local Associations this year. 

Real membership gains have 
already been registered during 
the summer months by Louis- 
ville, Los Angeles, Indianapolis, 
Baltimore, Cincinnati, Atlanta 
and Dallas. These are only a 
few of many and other Asso- 
ciations can be depended upon 
to swing into line during Sep- 
tember and October. 

The National Membership 
Executive Committee, under the 
Chairmanship of immediate Past 
President Paul Fielden, is form- 
ulating its program of work 
for the year. Chairman Fielden 
will allocate definite districts to 
each member of his committee 
in which to supervise and stimu- 
late membership activity. The 
personnel of this Committee and 
the assignments of its personnel 
will be issued at an early date. 

Work on membership will be 
started this month by several of 
the important Associations. 








Court Rules 
Broker Can't 
Get 2 Fees 


New York.—An interesting 
decision on the brokerage clause 
of the Robinson-Patman Act 
was handed down in the U. S. 
Circuit Court of Appeals for 
the Second District of New 
York early in May. The de- 
cision which was given by Jus- 
tice Martin T. Manton, with 
Justice Thomas W. Swan dis- 
senting, covers the first ruling 
on the Robinson-Patman Act 
since it became law. The ma- 
jority of the three-judge court 
ruled that the Robinson-Patman 
Act is not unconstitutional. 

The feature of the decision 
which is of importance in com- 
mercial trade is based on the 
question of double brokerage, 
that is, the brokerage allowance 
from buyers and sellers. The 
brokerage company gets its com- 
pensation from the buyer and 
what is received in the way of 
compensation from the seller is 
passed along to the buyer. 

The majority opinion of the 
court ordered the company to 
discontinue brokerage payment 
to its patrons as it made up a 
special form of discount which 
was not allowable under the 
Robinson-Patman Act. 
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A person wearing the 
academic key shown 
above is a “marked” man 
in the credit fraternity. 
This insignia distinguishes 
the wearer as having ful- 
filled by hard study the 
requirements for the 
awards of Associate and 
Fellow of the National 
Institute of Credit. It 
indicates that the possess- 
or is truly a professional 
man, having qualified 
educationally for the 
duties and responsibilities 
of credit management. 








|ZEBRAFFAIRS 


The Fourth Annual Round-up 
of the Royal Order of Zebras, 
presided over by Grand Exalted 
Superzeb Fred Cates of Los 
Angeles, will stay for a long 
time in the memory of those 
Zebras who attended the 43rd 
Credit Congress of the N. A. C. 
M. at San Francisco in June 
of this year. 

The affair was Western in 
every respect and took the men 
back to the wild west days and 
the discovery of gold in Cali- 
fornia. Cowboy hats and hand- 
kerchiefs decorated each Zebra 
for the affair and some three 
hundred Zebras were in attend- 
ance. 

Don Campbell, of the Fidelity- 
Phenix Fire Insurance Company 
of Chicago, was elected Grand 
Exalted Superzeb for 1938-39. 
Floyd Ferguson, of the West- 
inghouse Electric and Manufac- 
turing Company, Pittsburgh, 
was chosen Most Worshipful 
Divizeb for the Eastern District, 
and Fred J. Bury, Credit Mana- 
ger of the E. R. Godfrey & 
Sons Co., wholesale grocers of 
Milwaukee, Wisconsin, was 
named Most Worshipful Divi- 
zeb for the Central District. 
Herb Fletcher, of the Milk 
Bottle Dealers Exchange, San 
Francisco, was named Most 
Worshipful Divizeb for the 


Changes Made 
_AtBaltimoreMd. 


The following announcement 
was made by Executive Mana- 
ger Heimann on August 2: 

“Effective as of August Ist, 
upon the request of the Board 
of Directors of the Baltimore 
Association, the Service Cor- 
poration of the National Asso- 
ciation of Credit Men assumes 
responsibility for the operations 
of the Baltimore Association 
and service units. 

“Mr. Ira Morningstar, who 
during his years of loyal service 
to the Baltimore Association, 
has made many friends, has re- 
signed. Mr. Norman McKinney 
has assumed the management of 
the Baltimore Association. Mr. 
McKinney, the new manager, 
has had a very broad business 
experience extending over a 
number of years and during the 
past year has been engaged in 
field work for the National As- 
sociation.” 

Mr. Morningstar is now con- 
nected with the F. A. Davis & 
Sons, 119 South Howard street, 
Baltimore. 





Western Division. 

Past Grand Exalted Superzeb, 
Art Johnson of the Los Angeles 
Wholesalers Board of Trade, 
gave a few remarks, as did Na- 
tional President Paul Fielden, 
General Convention Chairman 
Dan Bosschart, and others. It 
was regretted by everyone that 
Past Grand Exalted Superzeb 
Pa Perkins of Memphis, was not 
in attendance and the Grand 
Zebratary was asked to send a 
message of greetings to him. 

Grand Exalted Superzeb Fred 
Cates was given a fine ovation 
when presented with a jeweled 
Zebra pin upon his termination 
of office after which he relin- 
quished the gavel to the new 
Grand Exalted Superzeb, Don 
Campbell. During the week the 
Supreme Herders of the R. O. 
Z. conducted several meetings 
and rendered their report at the 
Annual Round-up and a de- 
tailed report of the meetings is 
to be released to all local Herds 
in the National System. 

A vote of thanks was given 
the San Francisco Herd of Ze- 
bras for having conducted such 
an entertaining Round-up and 
after an evening of unusual 
good fellowship and entertain- 
ment, the meeting was ad- 
journed until the annual Round- 
up at the next Credit Congress. 


10th Anniversary 
for Sec. Barbee 


Oklahoma City—Emmett Bar- 
bee, secretary-manager of the 
Oklahoma Wholesale Credit 
Men’s Association, was given a 
tenth anniversary party by mem- 
bers of the Association at Silver 
Lake on July 30th. This party 
celebrated the ten years of ser- 
vice by Mr. Barbee as secretary 
of the Oklahoma Wholesale 
Credit Men’s Association. 


Word received from New 
Orleans as this issue of the 
magazine was being put to 
press told of the severe ill- 
ness of Charles Cobb, Sec- 
retary of the New Orleans 
Association of Credit Men. 
Mr. Cobb’s daughter, Miss 


Mildred Cobb, was spend- 
ing her vacation in New 
York when word was re- 
ceived of her father’s illness, 
and she immediately returned 
to New Orleans by plane. 








Committees 
Now at Work 
at Chicago 


Chicago. — President C. L., 
Bonson of the Chicago Asso- 
ciation of Credit Men has al- 
ready started the program for 
the new fiscal year with the ap- 
pointment of chairmen and vice- 
chairmen of 16 of the most ac- 
tive committees of the Chicago 
Association. The list of chair- 
men and vice-chairmen appoint- 
ed to date is as follows: 

Adjustment Bureau and Busi- 
ness Service, L. W. Brigham, 
chairman, and M. N. Ranseen, 
vice-chairman. 

Banking Relations, Chris M. 
Smits, chairman, and R. L. 
Plummer, vice-chairman. 

Collection Division, W. F. 
Mechtel, chairman, and R. A. 
Carrier, vice-chairman. 

Credit Group, W. T. Siddall, 
chairman, and F. H. Miller, 
vice-chairman. 

Credit Interchange, A. H. 
Sherbahn, chairman, and I. R. 
Wagar, vice-chairman. 

Credit System and Methods, 
L. T. Hadley, chairman. 


Finance and Audit, A. L.: 


Prodrasnik, chairman. 

Foreign Trade, Knud Nielsen, 
chairman. 

Forum, R. A. Carrier, chair- 
man, and J. J. Gannon, vice- 
chairman. 

Legislation and Taxation, I. 
N. Haskell, chairman. 

Meetings, Oscar Iber, chair- 
man, and S. Overstraeten, vice- 
chairman. 

Membership and Membership 
Service, R. M. Swisher, chair- 
man. 

Mercantile Agency, 
Jones, chairman. 

Publications and Publicity, O. 
A. Smith, chairman. 

Credit Women’s Club, Rose 
C. Schackmann, chairman. 


Wiley 


Finland Honors 
Chicago C Man 


Chicago. — K. W. Kohtala, 
Credit Manager of the Empire 
Paper Company of this city, has 
been honored by temporary ap- 
pointment as Vice Consul of 
Finland in Chicago. For a num- 
ber of years, Mr. Kohtala has 
been active in Finnish civic ac- 
tivities in Chicago and _ has 
served as President of the Fin- 
nish American Athletic Asso- 
ciation. He is a Fellow of the 
National Institute of Credit and 
has-been very active in the edu- 
cational work in the Chicago 
Association for several years. 
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Field Warehousing 
4y Douglas-Guardian 


































A SHORT, QUICK, SOUND ROUTE TO 
NEEDED CAPITAL 


Typical Commodities 













M. Field Warehoused 
Ti 
— + gg an Are you in need of more working capital? Could you push 
F. godess, Coal, Lauber, Hides, up the net profit, were you able to take cash discounts, buy 
A Malt, Molasses, Petroleum products, d | d _ h a il h d 
; Rice, Clothing, Seeds, Syrup, Steel more advantageously, and enjoy other privileges that adequate 


products, Sugar, Sulphur, Staves, 
Stoves, Wool, Woolen Goods, 
Wines, Whiskies, Zinc Slabs and 
many others. 


capital makes possible? 

Then look into what Field Warehousing by Douglas-Guardian 
could accomplish toward utilizing part of your inventory, raw 
or finished, as the basis for borrowing on favorable terms. 





H. BRINGS THE WAREHOUSE . en “ ee 
R. TO THE INVENTORY etting up and maintaining the Field arehouse, issuing the 
ichiee’ oats warehouse receipts, and releasing the merchandise upon liquida- 
ds, a tion of same, is handled completely by the Douglas-Guardian 
“4 organization in a manner pleasing both to the banker and to 
L.: your executives, and relieving both of the details. 
= You'll find your bank receptive to the idea. The chairman 
of one of the largest banks in the country recently made this 
ess statement: ‘By the use of Field Warehousing 
ce Receipts and by loaning on the security of 
assigned accounts, | believe that banks could 
I, make many short-term loans to industry, which 
they are not now making, with safety and profit 
oi to themselves.” 
WRITE OR WIRE FOR FULL DETAILS 
a It will be a pleasure to go into cases and show 
you how Field Warehousing would help solve 
ley your financial problem. 
Through our thirteen strategically located 
0. offices, we are in position to give prompt atten- 
” tion to your inquiry, and, if a connection is. 
. made, to effect a field warehousing set-up in a 
prompt and efficient manner. 
Ge ee ee ee = 
WRITE;FOR FREE COPY Douglas-Guardian Warehouse Corp., 
100 West Monroe St., Chicago C.&F.M. | 
Glad to mail you this free booklet, covering | Please send us your book, Financing the Modern Way. | . 
” the subject of Field Warehousing briefly but Cisisninnis Uline 
as comprehensively. Address 100 W. Monroe al 
aa 
# St., Chicago, or nearest office. 1 I 
et Signed 
1as 
oe cisvtcnsniowesissoeseenniesnapnaititnitin abecemaseibiiniintiiideagiiinss aliens oil 
1as 
i DOUGLAS-GUARDIAN WAREHOUSE CORPORATION 
be Nation-Wide Warehousing Service 
n NEW _ ORLEANS, LA. CHICAGO, ILL. NEW YORK, N. Y. , 
lu- amumiaats aod — cate “ wai a * saab wn teen ioe) Bids. 133 Co Bids. EAS Sonth = 
S , MO. SCO, ADISON, WIS. , FLA. : 
9 215 Holland’ Bldg. 485 California St. 155 E. Wilson St. The Tene $e “ee te id ie M06 Porter Blas 
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Frisco Plans 
Big Classes 
in Credits 


San Francisco.—The San 
Francisco Chapter, National In- 
stitute of Credit, under the 
Chairmanship of J. S. Ferns, of 
Colgate-Palmolive-Peet Co., is 
preparing to open its Fall 
Classes on September 13th. 

These classes will be con- 
ducted in conjunction with the 
University of California as 
usual, and will embrace the fol- 
lowing courses: 

Credits & Collections—Assoc. 

Prof. Royal A. Roberts. 

Basis Economics—Dr. R. D. 


Calkins. 

Public Speaking—Mrs. Guy S. 
Farrington. 

Business Law—Asst. Prof. R. 
E. Stone. 


Plans are also being made for 
the Second Semester in January 
which will include classes in 
Business English, Financial 
Statement Analysis, Merchan- 
disjng and Advanced Credits. 

The method of handling the 
Institute Classes in San Fran- 
cisco has met with fine approval 
and the coming classes are ex- 
pected to be well attended. 

National President Dan Boss- 
chart is planning on leaving for 
a visit of the Northwest Asso- 
ciation during September. West- 
ern Division Manager Owen S. 
Dibbern will accompany him. 

Congratulations to our genial 
director Don Messer who has 
gone and forsaken the ranks of 
bachelorhood. 

Congratulations also to Bert 
Colkett on his election to the 
position of Ass’t Secretary of 
Fibreboard Products, Inc. 

More next month. 


| Save With Interchange | 








Mr. and Mrs. John E. 
Norvell, Charleston, West 
Virginia, will celebrate their 
fiftieth wedding anniversary 
on October 24th. Mr. Nor- 
vell was National President 
during the fiscal year of 
1922-23, having been elected 
at the national convention 


held in Indianapolis in 1922. 
A host of friends in N. A. 
C. M. circles will join in 


congratulations and best 
wishes to “Uncle John” and 
Mrs. Norvell on this impor- 
tant milestone in their event- 
ful lives. 





Quaker City Host 
to Tri-State Meet 


Philadelphia—The 23rd an- 
nual Tri-State Conference will 
be held on October 21st and 
22nd at Hotel Warwick of this 
city. The conference this year 
is centering discussions on the 
daily problems of the credit ex- 
ecutive’s work. Joseph Ruba- 
now is chairman of a committee 
preparing the details for the 
conference. This conference in- 
cludes credit executives in New 
York, New Jersey and Eastern 
Pennsylvania. 





Milwaukee Plans 


ConferenceProgram | 


Milwaukee.— The 23rd An- 
nual Conference of credit execu- 
tives from Wisconsin § and 
Northern Michigan will be held 
in Milwaukee on September 15th 
at the Pfister Hotel. It is ex- 
pected that this Conference will 
draw a large attendance from 
all over the state and the upper 
peninsula of Michigan. 
tive Manager Henry H. Hei- 
mann will be the speaker at 
the banquet which will close the 
Conference in the evening. 


Execu- | 





N. I. C. Course 
Is Announced 


At Pittsburgh 


Pittsburgh.— A _ full-fledged 
National Institute of Credit 
course will be conducted by the 
Downtown Branch of Duquesne 
University this year according 
to plans just completed by F. C. 
Young, chairman of the Credit 
Education Committee of the 
Credit Association of Western 
Pennsylvania. Courses in the 
following subjects are provided: 
—Economics, Credits and Col- 
lections, Fundamentals of Ac- 
counting, Business Communica- 
tion, Business Law, Merchan- 
dising, Public Speaking, and 
Problems of Credit Manage- 
ment. Registration for the 
Credit Institute courses will be 
made on September 12th-17th, 
and the first classes will start 
on September 20th. 


New York Mourns 
for Edw. V. Evans 


New York. — Edward  V. 
Evans, member of the Board of 
Directors of the New York 
Credit Men’s Association, died 
early in August at Mountain- 
side Hospital, Montclair, New 
Jersey. A number of the mem- 
bers of the New York Associa- 
tion attended the funeral ser- 
vices held at St. Paul’s Episco- 
pal Church, Hoboken, on Au- 
gust 6th. 

Mr. Evans was an executive 
of the American Can Company 
and had gained recognition in 
credit circles for his excellent 
work both for his own organiza- 
tion and for the New York As- 
sociation. 











N.R.C.A. Ask 


BrakesUpon 
Time Sales 


The National Retail Credit 
Association at its twenty-sixth 
annual Convention held in Pitts. 
burgh on June 21st-24th adopted 
the following resolution regard- 
ing policy on installment sales: 

“Whereas, although there hay 
been a tendency throughout the 
country to adopt sound credit 
policies in connection. with in- 
stallment sales as recommended 
in the resolution passed at the 
Silver Jubilee Convention of the 
National Retail Credit Associa- 
tion in Spokane a year ago, 
some merchants continue to ad- 
vertise easy terms and no down 
payment. It is recognized that 
such terms contribute to un- 
profitable competition which is 
harmful to the consumer as well 
as the retailer. 


“Therefore, Be It Resolved, 
that this Association again goes 
on record as opposing such 
policies and recommends to 
Local and State Associations 
that members be urged to adopt 
sound policies and to eliminate 
competition in terms. In addi- 
tion it is recommended that a 
complete credit report on every 
new applicant for credit be 
procured from a Credit Bureau 
and that particular attention be 
paid to past employment as well 
as prospects of permanence of 
present employment. 

“Be It Further Resolved, that 
a copy of this resolution be pub- 
lished in local newspapers and 
bulletins of retail merchants’ 
associations, retail credit asso- 
ciations and credit bureaus.” 

We are indebted to Arthur H. 
Hert, Secretary of the National 
Retail Credit Association, for a 
copy of this resolution. 








Rhode Island Credit Men at Annual Outing 
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The business thermometer: 
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Paper, writing, book, etc.................+: 14 —9.4 + 6.5 4,774 11 98 94 103 —12.4 + 1.8 4,128 
— Paper, boxes and other paper products..... 37 —29.9 — 5.0 \ 33 90 92 94 —31.9 + 0.9 4,970 
te tie eat eames 21 —21.5 | —441 343 20 21 27 31 —13 | —17.4 | 4/087 
y Printing, publishing and allied industries. ..... 7 —18.6 — 3.0 7 50 52 52 — 6.4 +10.0 717 
Chemicals and allied products, total............ 50 —18.6 | + 2.6 | 11,786 45 80 85 76 —16.4 | —7.3 | 13,910 
x Paints and varnishes...................... 18 —28.3 | —14.6 2,117 18 52 58 54 —15.4 | —40 4,616 
Pharmaceuticals and proprietary medicines. 15 — 2.6 — 2.5 1, 1 69 70 69 —1.3 + 1.6 : 
Other chemical products...............+.5+ 17 —18.3 + 9.4 8,119 14 101 106 2 —20.7 —11.6 7,134 
ES EEE 14 — 9.5 + 3.8 44,775 12 111 115 112 — 7.6 — 2.9 ,640 
i. 5, onakasacuvacesenncbons 10 —33 | +438 : 9 64 59 57 —23.0 | —9.7 | 4,162 
Leather and its products, total. ..1 221220222102. 93 —11.1 | 416.7 | 20,662 82 53 57 56 —17.5 | —10.2 | 33,495 
Boots and shoes...........+..:....s.:00000 32 —105 | +427.5 | 14,080 30 47 51 50 —15.0 | —14.8 | 26,219 
Leather: tanned, curried and finished. ..... 38 —10.8 — 1.1 Y 34 73 75 83 —24.5 +14.0 ,760 
Other leather products.................+05- 23 —26.8 — 2.0 484 18 86 85 90 —35.7 —14.1 516 
Stone, clay and glass products.................- 33 —24.0 — 9.5 6,573 28 80 78 82 —25.5 + 2.4 8,201 
Tron and steel and their products, total......... 74 —491 | —82 | 21,319 69 74 87 86 —35.8 | +17.4 | 28,385 
(a a RR 17 —20.3 | +149 | — 2,969 16 77 79 78 31.4 | +81 1165 
Stoves, ranges, steam heating apparatus... . 12 —33.7 + 4.9 , 12 67 74 72 —32.1 + 8.8 2,183 
Other iron and steel products............... 45 —53:1 | —12:3 | 16,782 41 75 89 89 —36.7 | +19.7 | 23,037 
Non-ferrous metals and their products, total.... 37 —37.5 — 5.3 5,278 35 56 72 55 —22.3 — 1.3 9,893 
Jewelry and jewelers’ supplies. ............. 25 —23.6 —21.0 1,402 24 45 49 41 —12.8 — 2.8 4,131 
Machinery, not including transportation 
equipment, total...............0:-006en0+ 144 —31.0 | —6.0 | 23,546 124 51 62 53 —23.2 | +3.3 | 31,973 
Electrical machinery, apparatus and supplies 80 —28.4 —1.9 15,540 68 50 61 52 —19.5 + 5.2 23,956 
Other machinery, apparatus and supplies. . 64 —35.6 —13.2 , 56 53 64 56 —32.4 — 2.1 8,017 
Motor-vehicle parts...........ssceeeceeseeeeess 38 —51.3 | —10.5 | 2,689 34 72 83 72 —42'3 | —1.0 "804 
Miscellaneous industries................2eeeee0+ 37 —18.1 — 6.4 3,284 31 55 58 57 —17.6 — 3.0 5,600 
TN i cieccachia itis catiedd 1,105 —24.2 | —2.1 | 194,028 754 72 77 74 —22.8 | —1.3 | 211,911 
*Collection percentages represent the percent of total dollar collections reported to the total of accounts receivable reported by the same firms. 
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July was somewhat more unfavorable 
than the average monthly declines re- 
corded in previous months of 1938. It 
exceeded the 15 per cent sales decrease 
registered during the first half of 1938 
as compared with the same period of 
last year. The only month during 
which a larger sales decline was record- 
ed was April when sales were down 
1814 per cent April, 1937. 
Considerable variation in the percent- 
age changes in sales from last July was 
manifested among the various lines of 


wholesale trade shown separately. 
Wholesalers of Meats and Meat Prod- 
ucts showed a 2 per cent gain in sales 
from July of last year. All other lines 
of wholesale trade registered decreases 
from last July, declines ranging from 
1 per cent decreases for both Petroleum 
and Leather and Shoe Findings whole- 
salers to a decrease of 42 per cent re- 
corded by distributors of Clothing and 
Furnishings, except Shoes. 

The cost value of stocks at the end 
of July, 1938, remained well below the 


from 





level at the end of July, 1937, accord- 
ing to 1,300 wholesalers reporting data 
on this item separately. Inventories 
on July 31, of this year, were 16 per 
cent below the same date of 1937. At 
the end of June the value of stocks in 
wholesalers’ hands was 17 per cent be- 
low the same date last year. A slight 
increase of 1 per cent in the value of 
wholesalers’ holdings was recorded 
from the end of June to the end of 
July of this year. 


WHOLESALERS’ sales and inventories, July 1938 










End of Month Inventories (Cost) 


Stock-Sales Ratios# 





: . ‘umber of Percent change 
Kind of Business N ine July 1938 from a iely a i 
reporting uly June 000's 1 
stocks 1937 1938 ( ) 
Automotive supplies. .......................000. 127 —1.5 $2,144 53 — 7.0 — 1.0 303 274 299 
Clothing and furnishings, except shoes......... 17 — 3.7 526 — _— _- _ — — 
Shoes and other footwear.....................5. 31 + 9.9 9,452 19 —24.0 +16.0 149 205 165 
Drugs and drug sundries##..................... 125 —12.8 16,236 93 — 8.5 + 4.6 244 234 198 
Dry goods SN Ea a 5 an bniy bn path 87 + 3.2 7,882 57 —31.8 + 6.1 400 431 383 
ar. nae sawed vip ebanvede 311 — 6.3 14,449 252 —23.1 — 6.0 134 112 136 
Farm products (consumer goods)............... 21 + 0.5 2,219 11 —16 | + 7.9 74 63 65 
Furniture and house furnishings............... 32 —21.9 1,697 10 —28.8 — 2.4 349 324 257 
Groceries and foods, except farm products. ..... 633 — 45 50,280 326 —7.7 + 1.9 167 159 155 
eats and meat products................-....-. 16 +12.6 9,058 9 + 0.8 — 2.3 59 46 56 
Total avgse group Neer Cuha ace eee 430 — 8.5 26,689 275 —16.4 —1.1 312 277 290 
General eee ie hei aeasie 173 —10.2 18,022 107 —18.7 —1.3 330 303 300 
oe eee cu awn we 22 —10.3 988 16 + 0.3 —1.1 353 247 315 
Industrial supplies*........................ 126 + 0.8 4,277 81 —10.0 — 0.5 278 223 292 
Plumbing and Heating supplies........... 109 — 9.1 3,402 71 —13.9 —0.1 212 197 197 
Jewelry and optical goods...................... 52 —15.2 992 27 —18.0 + 3.4 578 502 496 
Leather and shoe findings...................... 11 — 9.5 286 — — _ reve _ —_ 
aaaaees and building matguals tpasunehns. x0: 18 — 7.2 916 13 —12.4 + 0.1 197 158 178 
achinery, equipment and supplies, except 

electrical Pepeet seb bsbbnkusowanesbeenen essays 19 —16.9 1,421 10 — 5.6 — 42 358 221 306 
etre ee rer Cre lL iiasisawisideeocisnes 8 —1.8 332 + + 4.8 + 0.4 348 243 330 
RR OID onc ccinccis oxsvcesennone 7 — 5.6 1,478 _ — -- — —. — 
Paper and its products........................- 49 — 0.8 2,616 22 —17.6 + 1.6 211 199 204 
tet eng ee eS Soe Loe oe 5 +10.2 3,104 -- _ _ = — = 
Surgical equipment and supplies............... 49 + 1.2 760 31 — 6.1 — 0.3 213 223 216 
Tobacco and its products.....................- 187 — 2.7 11,048 65 — 6.5 + 0.5 52 51 52 
Ne env ctusbessiseessoxt ore 25 — 8.9 2,030 25 — 5.4 + 0.9 212 193 214 
gk ssewabikdecnasecke unten 2,260 — 4.3 | 165,615 1,302 —16.0 + 1.4 | 213,031 215 205 201 








*This heading also includes distributors of mill, mine and steam supplies. 
—Insufficient data to show separately. 


#These Stock-Sales Ratios are percentages obtained by dividing Stocks by Sales for an identical group of firms. 
##Total Sales, including liquors, wines, etc. 


WHOLESALERS’ accounts receivable and collections, July 1938 





Kind of Business 

RR Soon vn Ws unwncssiepecdeseboseeayeaacheeeay 98 59 62 
Clothing and furnishings, except shoes......................00005 17 48 50 
on wiviwnewase bes <1 dsssb ee ceipm 26 42 43 
ne ci acbobs bobannus¥eobeneenooneee 109 67 73 
ee ee eeu nib kuseababeebauasde 81 43 43 
Ne trek a a shew basen ie 276 66 79 
Farm products (consumer goods)........... 2.2... ssccccssccceves 18 125 135 
Furniture and house furnishings..........................00.000- 29 54 56 
Groceries and foods, except farm products. ....................... 479 96 103 
a on sg ssh ewe uwin ud cube eesuae 14 211 209 
ne iia vans 9'hcas's os beseeeaeensysbibew 397 51 56 
General hardware................ SEO RAEN, SPR ee: 158 49 53 
a oc saca the veswbhasuceh inp ee 22 63 68 
Industrial supplies**.......... Sabie vers eCsueesTnneee ne 113 52 61 
Plumbing and heating supplies............................05- 104 57 62 
Ng. ceunbeceepsenbenes cepeuccém 42 26 33 
Ee ry ee 11 53 55 
Lumber and building materials............................0.0055 18 66 66 
Machinery, equipment and supplies, except electrical............. 17 48 62 
eRe ss Sewage pehhubecnpedsacdvectouensnde 6 69 70 
en, cba cheeses ehueewibe he nae 7 62 64 
so cc cheiva penn eepeceneabue ee 41 63 66 
Surgical equipment and supplies.......................-...00005: 46 43 45 
ee ck pa Nessun san eaaeuhen Kae 109 113 125 
leo. bce cal ghbbeebousbepeseenenener 26 68 78 
SM aah ta scbn oa sacks rasta yanseeeesue 1,867 69 73 


Collection Percentages* 





Total Accounts Receivable 





Percent change 
July 1, 1938 from As of July 
1, 1938 


(000’s) 
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198,693 


*Collection percentages represent the percent of total dollar collections reported to the total of accounts receivable reported by the same firms. 


**This heading also includes distributors of mill, mine and steam supplies. 
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5 WHOLESALERS’ sales and inventories, by geographic regions, July 1938 














P Dollar Sales End of Month Inventories (Cost) Stock-Sales Ratios# 
ita . : : Number of | Percent change Percent change 
ies Kind of Business and Region firms July 1938 from July firms July 1938 from__| July 31,] July July June 
reporting July June 1938 y une 1938 1938 1937 1938 
er sales 1937 1938 (000's) ks 1937 1938} (00's) 
A ON et iio psoas aetna cacseeneheeiavees 127 —19.3 — 6.2 $7,068 70 —11.5 + 1.7 $6,075 157 139 146 
t Electrical MCG nbs Jocks na asian ware parla 31 —33.8 —11.5 1,044 24 —26.8 + 1.1 1,017 131 118 117 
: Groceries and foods, except farm products. . 21 —14.1 — 7.1 1,893 8 — 2.5 + 3.2 913 158 137 151 
in CREED, vc cn.nosdccecccensedvies 6 —31.0 —18.5 211 — — - == _ _— _— 
Heavy hardware ieee ka veals axa vues eae aaniee 2 —38.7 — 5.0 57 4 —11.1 — 1.6 304 533 368 515 
de- Industrial supplies*......... er reeerr ee: 15 —29.1 —11.3 251 9 + 8.9 — 3.7 539 341 232 315 
| Plumbing and heating supplies............. 10 —17.8 + 5:5 267 5 —14.3 —0.4 472 243 235 274 
it Tobacco and its products................++ 16 —6.9 | +1.6 1,545 7 +29 | +05 385 37 34 39 
f Middle Atlantic. eee vescecsevererccereseseervese 456 —18.6 — 4.9 32,227 251 —16.4 + 0.1 26,655 185 171 167 
0 ee era 10 —20.3 + 9.8 157 - — — -— -- — a 
ed Clothing and furnishings, except shoes..... 6 —48.4 —12.6 347 — — - — — -- — 
e Shoes and other footwear.. ................. 9 —17.6 —27.8 421 4 —20.2 +16.5 1,262 415 437 297 
f Drugs and drug sundries................... 21 — 8.7 —10.3 3,558 17 —11.8 + 1.3 4,182 173 176 149 
0 Nee as 5 «ic wiauieeee:eremake 17 —28.8 + 2.9 1,037 ll —21.7 + 4.1 1,912 389 356 293 
NN or aos csc asndoan cs veqes 62 —44.4 — 6.5 2,534 51 —37.1 —10.1 2,707 118 103 125 
Farm products (consumer goods)........... 6 —16.7 + 5.7 1,039 — —_ _ _ _ os — 
Groceries and foods, except farm products. . 95 —12.1 — 3.0 11,511 37 — 3.4 + 2.4 6,220 158 142 134 
Meats and meat products.................65 4 — 7.6 —1.1 3,426 -- -- -- -— (= -- — 
General hardware................. Senet atric 29 —14.2 —14.1 1,518 12 —15.5 — 2.4 2,038 353 350 313 
EEE EO POT 9 —19.4 — 8.4 337 6 — 2.0 — 0.9 908 328 264 294 
RII GIO. goo ccc ses iesesesccse 37 —33.9 + 0.5 969 24 —20.7 — 1.8 1,983 275 222 288 
Plumbing and heating supplies............. 43 —23.1-] — 9.4 1,090 32 —14.5 0.0 1,520 213 206 189 
Jewelry and optical goods.................. 19 —35.0 — 9.2 355 10 —20.1 + 1.8 1,383 571 487 494 
Lumber and building materials............ 7 —25.4 — 0.4 247 en sad ns aa at = Sie 
Paper and its products................+.++- 15 —16.8 — 5.8 968 6 —25.3 — 0.5 969 162 176 155 
Surgical equipment and supplies. Pe 11 + 3.6 —1.7 114 9 — 9.2 — 1.5 197 219 261 220 
Tobacco and its products... : 43 —11.4 — 2.2 2,371 19 — 8.2 — 5.4 732 58 58 63 
East North Central........... 408 —24.5 — 6.8 28,832 235 —17.4 + 0.4 40,073 218 192 201 
Automotive supplies.................. nes 33 —18.4 + 0.7 429 18 — 2.2 + 3.0 795 341 274 336 
Clothing and furnishings, except shoes. .... 4 —22.7 +30.8 102 — _— - —_ —_ _ — 
Drugs and drug sundries................... 21 —13.8 — 9.4 2,589 14 —12.2 + 2.2 3,704 195 189 167 
ES ee ore ke oh ee rc cckeseuds 9 —29.3 —18.8 649 7 —29.7 + 4.7 1,903 314 318 245 
PN on orcs wae oss Sno ctcmnnane hs 58 —44.6 | —10.0 3,133 44 —23.6 | —5.5 3,524 154 117 156 
Groceries and foods, except farm products. . 99 —15.3 — 6.7 9,212 51 — 7.7 +14 9,819 173 157 158 
CIE POUND. cs sccnccrasedacssoescce 25 —30.2 —11.2 4,290 20 —25.7 — 0.8 12,123 306 287 273 
Industrial supplies*......... keane paeenat 26 —50.4 — 6.4 875 20 —11.8 — 0.9 2,756 374 208 355 
Plumbing and heating supplies............. 12 —35.6 — 6.9 402 6 — 8.0 — 49 173 177 129 177 
Jewelry and optical goods.................. 18 —33.5 —20.2 364 9 —23.0 + 4.9 1,046 634 599 528 
Lumber and building materials............ 4 —22.3 — 5.7 199 —- — — —_ — — 
NS ya ena SG ig wikis ne ¥ o'no0'sk's 5 —15.6 + 0.4 286 _ — os — ans _ —_ 
Paper and its products........ ie BAe sO4AS ORO 12 —28.8 — 2.7 722 7 —26.0 + 5.8 511 189 156 162 
Surgical equipment and supplies........... 8 — §.3 —13 237 4 —17.7 — 0.8 246 136 163 139 
Tobacco and its products................... 52 — 5.7 —1.9 3,316 14 —7.9 + 6.6 725 53 50 49 
i errs 271 — 9.3 — 0.2 29,306 180 —22.9 + 0.8 47,565 229 256 219 
PUECMAOUIVO SUIIIOR. 6 occ ccc cs sscccsvcese 13 + 0.3 — 5.2 400 — — — — -- — _ 
Clothing and furnishings, except shoes. .... 5 —30.1 +15.9 5] — — — _ — — - 
Shoes and other footwear.............-..... 5 +17.9 +38.5 3,831 — — — _ - — —_ 
Drugs and drug sundries................... 14 — 7.6 —17.6 2,066 13 — 4.8 + 5.4 4,258 241 233 185 
Ty go Se 8 —24.9 +11.5 2,791 7 —35.3 + 2.5 12,062 443 517 480 
Electrical goods.......... Re shade vie exec’ 32 is -- $9 1,594 28 —22.7 — 5.9 1,632 113 113 109 
Furniture and house furnishings. .......... 8 —27.2 0.9 779 4 —35.1 — 3.9 1,781 380 384 260 
Groceries and foods, except farm products. . 92 —14.4 —13.0 5,977 66 —11.2 + 0.6 8,901 177 170 155 
ERA TE 16 —21.4 —12.5 3,447 15 —22.0 — 2.5 9,599 287 289 259 
CO Ee eee 5 —18.5 — 5.4 88 — — _ — -- — — 
Industrial supplies*........ iy ania asetens 13 —18.2 —15.4 378 7 —10.0 — 2.2 405 164 151 129 
Plumbing and heating supplies............. 11 —20.9 — 7.0 317 5 —15.7 —1.8 541 289 247 290 
Jewelry and optical goods. .... eS 6 —13.6 —7.3 76 4 — 6.5 + &.3 217 603. 552 572 
Surgical equipment and supplies........... 6 — 3.9 + 6.3 68 — — — _ -- _ —_ 
Tobacco and its products................... 15 —7.7 — 5.3 64 7 —19.1 — 0.7 152 51 58 47 
South Atlantic....... Soa esiny sct0. gee vAsc ae 309 —18.7 — 2.0 14,827 163 —13.4 + 4.5 17,433 197 181 186 
Automotive supplies. ...................... 4 —13.4 + 7.6 142 _ — — =e — — — 
Shoes and other footwear. .................. 5 —27.6 +30.3 650 4 —33.4 +57.1 1,571 245 269 204 
Drugs and drug sundries................... 27 — 8.7 — 6.0 1,882 17 + 1.0 + 3.8 3,782 291 262 259 
Dry goods RE Seta che hab ede 0S ene 6 12 —24.6 + 0.2 600 6 —40.8 + 7.9 1,166 447 517 419 
Electrical goods... ....: Bete cee des 49 —32.2 | +13 | 1,933 39 —14.6 | —4.1 | 23209 | 131 104 136 
Furniture and house furnishings........... 4 —37 4 —20.0 156 a — —_ —_ — — — 
Groceries and foods, except farm products. . 101 —17.6 | — 3.6 4,061 32 —18.7 | —2.7 2,363 146 142 141 
General hardware............c0ec0eeeeeenes 30 —49 | —3.9 | 1,373 16 —3.2 | +25 | 2998 | 419 310 382 
Industrial supplies*......... edsaesanineens's 13 —29.5 — 8.9 246 8 — 4.8 —2.4 538 288 205 262 
Plumbing and heating supplies............. 21 —96 | —7.9 719 16 — 9.8 + 2.4 733 181 181 165 
POPU ON MS DROUUED.... 0 .002555506: 6 —10.0 + 6.5 278 = — _ — —_ — a 
Surgical equipment and supplies........... 5 —31.3 — 4.0 48 4 +11.8 + 1.3 76 190 139 188 
Tobacco and its products................... 21 —10.4 — 5.0 1,022 8 +10.1 +10.1 153 65 59 58 
East South Centrezl........ eee secovevccusseaces 141 —20.0 — 2.8 7,099 65 —18.7 + 2.6 8,489 231 221 222 
Drugs and drug sundries 10 —13.1 | —10.8 636 5 —11.1 +1.7 1,077 271 252 228 
Dry goods.... LG aRKCsanee avaew oes ws 13 —25.2 + 9.7 836 7 —34.5 + 8.5 2,196 341 375 342 
Electrical good 13 —27.9 + 2.1 387 12 — 4.0 — 4.2 480 131 101 137 
Groceries and foods, except farm products. . 64 —15.9 — 3.1 2,915 22 —7.1 + 3.2 1,798 149 134 141 
General hardware SE I eae 17 —23 .6 — 2.2 1,574 9 —14.7 — 0.3 2,236 324 282 326 
Industrial supplies*.....................06- 5 —26.9 0.0 144 -- — _ - _- _ = 
_ Tobacco and its products................... 4 —12.6 — 2.4 83 -- — — — — — a 
West South Central....... deca eens msitinesevnne 0 205 —11.8 —04 14,654 142 — 9.3 + 3.5 26,635 234 225 228 
rugs and drug sundries................... 17 —63 | —6.2 1,904 14 + 0.1 + 3.2 5,239 298 281 271 
v goods... eee alas oa kee pelea 13 —27.3 + 7.4 1,191 12 —25.3 +15.7 4,012 375 360 337 
Electrical CR Sr Re da Bl a i 20 —28.5 + 0.7 854 14 —17.5 — 84 789 112 96 124 
Groceries and foods, except farm products. . 94 — 7.8 + 0.7 6,594 69 — 6.9 + 3.7 8,898 165 164 164 
General hardware Ce EheWensSeGasead esos sends 20 —19.6 — 8.0 1,726 14 —10.6 —1.0 3,649 344 308 323 
Industrial supplies* ES Bee rere 6 +31.1 +23.7 1,133 4 — 1.6 + 4.1 1,642 212 326 306 
Machinery, equipment and supplies, 
SIN conc conser. ssn esssses. 4 —48.9 —34.6 317 - — —_ _— _- — = 
Surgical equipment and supplies........... 4 + 9.4 + 6.1 35 — — _- _ _ _— = 
Tobacco and its products................... 11 + 1.5 + 3.9 343 -- -- _ _ — — —- 
UI a rs a ks enters 92 —11.9 — 2.0 7,180 62 —11.2 —13 9,191 179 175 179 
Automotive supplies....................... 4 +13.0 +10.6 52 — —- o> — — - —_ 
MI 25 Or oo cis scene's coesene« 13 —23.2 | —0.2 551 10 —17.5 | —16.1 506 100 91 118 
Groceries and foods, except farm products. . 35 —0.4 + 3.4 3,148 25 —12.9 —0.1 3,768 153 180 160 
Goneral hardware: ............ccceccecesss. 10 —27.7 — 6.0 951 7 —10.2 —2.1 2,070 363 283 349 
Tobacco and its products................... 4 + 5.4 +15.3 331 — — — — — — — 
PN oo is eco cnn: 250 —19.1 —9.9 20,676 134 — 9.7 + 2.0 30,915 247 217 217 
Automotive supplies....................... 56 — 6.0 — 4.9 898 21 — 7.6 — 42 1,237 280 274 280 
Shoes and other footwear................... 5 —33.8 — 5.1 94 4 —20.8 —1.1 351 408 333 382 
Drugs and drug sundries................... 5 —17.9 —22.9 2,181 4 —18.9 +11.4 4,988 321 313 205 
GNSS ons estnds spn eeds'<eesicccseics's 12 —21.7 — 85 713 6 —15.0 +12.9 1,166 382 341 341 
IN ooo goa ol aii chrdn X aidte «0's 33 —31.6 — 7.2 2,419 30 —17.4 — 4.6 3,683 163 132 156 
Farm products (consumer goods)......... 5 —12.4 | — 4.6 664 — _ ~ — — ~ — 
Furniture and house furnishings........... 9 —20.1 — 9.0 414 —- - — — = _~ 
Groceries and foods, except farm products. . 32 — 9.3 — 3.9 4,969 16 + 0.6 +49 5,944 186 167 170 
Meats and meat products................... 4 —26.7 —17.4 447 -- — -- — — -- — 
SUNN RII oo no ciccss cise secsccueses 20 —22.5 —12.7 2,932 11 —15.2 —1.6 7,517 389 348 349 
Industrial supplies*........................ 9 —15.7 — 0.4 231 6 + 3.8 0.0 330 262 195 295 
Plumbing and heating supplies............. 8 2.8 —19 7 444 4 —21.2 — 0.7 152 197 180 180 
eu Jewelry and optical goods.................. 4 —26.2 —11.4 62 _ -- — — -- —_ 
8 Paper and its products..................... 6 —24.3 +1.0 203 a — — — _ — ee 
3 Surgical equipment and supplies... |||, Q ecg A ee ee 151 7 —33 | —0.5 414 | 354 351 375 
—_ Tobacco and its products................... 21 — 9.2 —11.4 1,388 7 —10.1 — 2.3 338 81 94 74 
*This heading also includes distributors of mill, mine and steam supplies. **Insufficient data to show separately. 


#These Stock-Sales Ratios are percentages obtained by dividing Stocks by Sales for an identical group of firms. 
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WHOLESALERS’ accounts receivable and collections, by geographic regions, July 1938 


Number of Collection Percentages* Total Accounts Receivable 


ms ercent c As of 
reporting | July, 1938 July, 1937 | June, 1938 July 1, 1938 from July 1, 1938 
Tuly 1, 1937 | June 1, 1938 (000’s) 


$8,538 
1,501 


Kind of Business and Region 


New England 62 
Electrical goods 
Groceries and foods, except farm products 
General hardware 


4 
So 
~7 


im 00 ie NOOR OOO RRO 


Industrial supplies** ; 
Plumbing and heating supplies 
Tobacco and its products 

Middle Atlantic 
Automotive supplies. 
Clothing and furnishings, except shoes 
Shoes and other footwear 
Drugs and drug sundries 
Dry g 
Electrical goods 
Farm products (consumer goods) 
Groceries and foods, except farm products. ................... 
General hardware 
Heavy hardware 
Industrial supplies** . 
Plumbing oun heating supplies 
Jewelry and optical goods. .. 
Lumber and building materials 
Paper and its products s 
Surgical equipment and supplies 
Tobacco and its products. 

East North Central 
Automotive supplies 
Clothing and furnishings, except shoes 
Drugs and drug sundries 
Dry goods 
Electrical goods 
Groceries and foods, except farm products. ................... 
General hardware 
Industrial supplies** . 
Plumbing and heating supplies 
Jewelry and optical g : 
Lumber and building materials 
Paper and its products 
Metal . 
Surgical equipment and supplies 
Tobacco and its products. 

West North Central... 
Automotive supplies. 
Clothing and furnishings, except shoes 
Shoes and other footwear. 
Drugs and drug sundries 
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Ty bess 0Op06dn00eonseoe 
Electrical goods = ses 
Furniture and house furnishings 
Groceries and foods, except farm products, 
General hardware 
Heavy hardware 
Industrial supplies** ; 
Plumbing and heating supplies 
Jewelry and optical goods : 
Surgical equipment and supplies. 
Tobacco and its products... 

South Atlantic 
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Industrial supplies** . 
Plumbing and heating supplies.. 
Paper and its products : 
Surgical equipment and supplies 
Tobacco and its products 
East South Central........ Ruepebseshenssbanssseswasnerrendprbas ve 
Drugs and drug sundries 
Dry goods. 
Electrical goods 
Groceries and foods, except farm products. ................... 
Industrial supplies** 
West South Central : 
Drugs and drug sundries 
Dry goods. 
Electrical goods 
Groceries and foods, except farm products 
Industrial supplies** 
Tobacco and its products. 
Mountain 
Sls eek cuae evan es eccbasonsinsen’ 


Groceries and foods, except farm products. ................... 
General hardware 
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Automotive supplies 
Shoes and other footwear, 
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Farm products (consumer — 

Furniture and house furnishings 

Groceries and foods, except farm products. ................... 
General hardware 

Industrial supplies** ; 

Plumbing and heating supplies 

Paper and its products 

Jewelry and optical goods : 

Surgical equipment and supplies 

Tobacco and its prod 


*Collection percentages represent the percent of total dollar collections reported to the total of accounts receivable reported by the same firms. 

**This heading also includes distributors of mill, mine and steam a. ‘ 

STATES COMPRISING REGIONS: New meee Conn., Me., Mass., N. H., R. I., Vt.); Middle Atlantic—(N. J., N. Y., Pa.); East North Central—(Ill., Ind., Mich., 
Ohio, Wisc.); West North Central—(Iowa, Kans., Minn., Mo., Nebr., N. Dak., S. Dak.); South Atlantio—(Del., D. C., Fla., Ga., Md., N. Car., S. Car., Va., W. Va.); 


East South Central—(Ala., Ky., Miss., Tenn.); West South Central—(Ark., La., Okla., Texas); Mountain—(Aris., Colo., Idaho, Mont., Nev., N. Mex., Utah, Wyo.); 
Pacific—(Cal. Ore., Wash.). 
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1,168 





